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WEAPONS ACTIVITIES AND NAVAL REACTORS

WITNESSES

THOMAS P. D’AGOSTINO, ADMINISTRATOR

BRIGADIER GENERAL (RETIRED) ROBERT L. SMOLEN, DEPUTY AD-
MINISTRATOR FOR DEFENSE PROGRAMS

ADMIRAL KIRKLAND H. DONALD, DEPUTY ADMINISTRATOR FOR
NAVAL REACTORS

CHAIRMAN VISCLOSKY’S OPENING STATEMENT

Mr. ViscLoskY. I would like to call the hearing into session. The
subcommittee will come to order.

The Subcommittee on Energy and Water Development meets
today to hear testimony on the Department of Energy’s fiscal year
2009 budget request for programs in the National Nuclear Security
Administration.

I want to welcome Administrator Thomas D’Agostino. And, Mr.
Administrator, and I guess, Mr. Secretary, I want to congratulate
you sincerely on your appointment. I am very happy for you, and
I think it was a very wise choice.

Mr. D’AGosTINO. Thank you very much, Mr. Chairman. I appre-
ciate it.

Mr. VISCLOSKY [continuing]. On his confirmation as Adminis-
trator of the National Nuclear Security Administration.

The Administrator is also accompanied by General Robert L.
Smolen, who is Deputy Administrator for Defense Programs.

And I also want to welcome you, General.

As well as Admiral Kirkland H. Donald, Deputy Administrator
for Naval Reactors.

And, Admiral, always good to see you.

The national security missions of the NNSA are vital to the in-
terests of the United States, not only the nuclear weapons program
and the nuclear Navy but also the nuclear nonproliferation mission
we will hear about tomorrow.

While the issues we are discussing today are profound, they also
involve considerable sums of money. Our responsibility is to ensure
that the dollars provided by the American taxpayer for the weap-
ons complex are spent pursuant to a coherent strategy and as wise-
ly as possible.

Last year the committee found the case for the Reliable Replace-
ment Warhead unconvincing and provided no funds for RRW. We
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said we would consider this issue only after having in hand an
overarching strategy, the number and nature of weapons needed to
implement that strategy, and a satisfactory plan for reducing the
size and cost of a nuclear complex in a reasonable time frame.

First, the strategy; second, from the strategy, we derive the
stockpile numbers and types of weapons; and third, from the num-
bers and types, we derive the complex. We need to be looking at
all three at once, of course, but I do believe the decisions flow in
that order. We can’t say, “Build a new complex, and then we will
figure out precisely what we want to use it for.” Neither can we
say, “We need a new weapon, and we will develop a strategy at
some undetermined date in the future.”

Two days ago I received a report from the administration titled,
“National Security and Nuclear Weapons in the 21st Century.” It
will be one of the subject areas we will examine today.

Mr. D’Agostino, General Smolen and Admiral Donald, your full
written testimony will be entered into the record. After the hear-
ing, we will have questions for you to answer for the record. And
I ask that you have the responses and any supporting information
requested by the subcommittee cleared by your office or the De-
partment of Office of Management and Budget and delivered in
final form to the subcommittee no later than 4 weeks from today.

I would also ask that if Members have additional questions they
would like to submit for the record, that they please do so to the
subcommittee by 5:00 p.m. this afternoon.

Normally at this point I would recognize Mr. Hobson for his
opening statement. It is not, I would want to make clear, out of dis-
respect or disinterest in any fashion that he is unable to be here
at the beginning of the hearing. He will be here shortly, and we
will have his statement entered into the record.

Also, just in anticipation, we have a members-only briefing and
meeting on the Defense Subcommittee. Since he and I share that
responsibility as well, I think he will then depart, and again, not
out of lack of interest or concern but necessity.

So we will get to the statements. But before that, probably the
most important thing we will do today, and that is, I have to con-
gratulate Mr. D’Agostino and Admiral Donald for the Naval Acad-
emy’s stunning, well-deserved victory over Notre Dame last year in
football in South Bend. And it has been a long time coming, and
I would be remiss and not a gentleman if I did not, at the outset
of this hearing, congratulate you on your fine, outstanding victory.

Mr. D’AGOSTINO. Yes, sir. Thank you.

Mr. SIMPSON. Is there a team that beat Notre Dame last year?
I must not have been aware of that.

Mr. ViscLOSKY. They were the best team that beat Notre Dame
last year.

And let us proceed to the statements, gentlemen.

Mr. D’AGosTINO. Thank you, Mr. Chairman. I guess that was 45
years in the making, so it took us a little while. I appreciate your
comments.

Mr. ViscLOSKY. It may take us another 45.

Mr. D’AGOSTINO. Thank you very much. And I appreciate the op-
portunity to discuss the President’s fiscal year 2009 budget request
for the National Nuclear Security Administration.
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As you know, we have a number of fundamental national secu-
rity responsibilities for the United States, and I am here to discuss
the overall mission.

I am pleased to have with me Admiral Donald, the Deputy Ad-
ministrator for Naval Reactors, and General Bob Smolen, our Dep-
uty Administrator for Defense Programs.

NNSA is examining how to proceed into the future to address
evolving national security needs in a manner that anticipates sig-
nificant changes in how we manage our national security programs,
our assets and our people. Our 2009 request will go a long ways
toward making significant progress in many areas of focus, includ-
ing those that we have embarked upon in fiscal year 2008 and in
2007.

We anticipate the overall request of $9.1 billion to enable us to
accomplish the following: First, we begin the process of reducing
the size of the nuclear weapons complex and changing it from a
Cold War nuclear weapons complex to a 21st-century integrated
national security enterprise. This includes shrinking the size of the
complex and consolidating special nuclear materials at fewer sites,
increasing funding for cybersecurity by 22 percent over the amount
provided in 2008, and improving cost savings associated with sup-
ply chain management, building upon the $5 million of savings we
have achieved in 2007. We anticipate the savings in 2008 to be sig-
nificantly greater than that and will leverage that out into the fu-
ture. And I can talk about that in some detail later on, sir.

Second, the program will further advance nuclear nonprolifera-
tion to counter nuclear and radiological terrorism. This will include
continuing our planned increases and budget requests for non-
proliferation activities, which build upon the doubling of the spend-
ing in these efforts since September 11, 2001, increasing funding
to nuclear counterterrorism activities by 40 percent over the
amount provided in 2008, increasing spending by 14 percent to se-
cure highly enriched uranium and other radiological source mate-
rials as part of the Global Threat Reduction Initiative, and con-
tinuing and completing security activities under the Bratislava
Agreement with the Government of Russia.

Third, this program will secure and maintain an aging stockpile,
including continuing our Defense Program’s “Getting the Job Done”
initiative by staying focused on delivering products to DOD in a
timely and cost-effective manner; increasing the number of weapon
dismantlements by 26 percent over the weapons dismantled in fis-
cal year 2007 and continuing to build on successes we have had in
the past there; addressing current and anticipated challenges asso-
ciated with certifying the stockpile without underground testing;
and, fourth, ensuring the safety and reliability of 103 operating
naval nuclear propulsion plants and continue the Naval Reactors
development work on nuclear propulsion technology to support re-
quired capabilities as well as meeting future threats for U.S. secu-
rity.

And finally, expanding our technical excellence while developing
the next generation of national security, scientific engineering and
program management talent.

While we seek to shrink the overall size of the nuclear weapons
complex significantly, we believe that this will provide us an oppor-
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tunity for increased focus in a couple of different areas. One is nu-
clear nonproliferation; the second is nuclear counterterrorism; the
third, nuclear forensics work; and the fourth, continued support to
our Intelligence Community, which is largely outside of the Depart-
ment of Energy but supports the Intelligence Community as a
whole.

Before concluding and taking your questions, I want to briefly
mention a few items that you may be interested in.

As you know, nuclear weapons remain a cornerstone of our Na-
tion’s strategic defense posture, even as we continue to downsize
our stockpile. I am pleased to acknowledge last week, and I under-
stand from your statement, that we submitted a classified white
paper on the future of the nuclear weapons stockpile, and we are
working to be able to take out the classified sections and release
an unclassified version. I am confident that it is important to get
as much information out in the public as possible.

While our nuclear deterrent remains safe, secure and reliable,
the supporting infrastructure for that deterrent, even as it gets
smaller, is very old. And with many of our critical facilities well
over 50 years old, maintaining the current infrastructure is not an
option. It is just falling apart. It is too old, it is too expensive, it
is too big, and it does not address the Nation’s security needs.

Addressing these issues I believe is possible, particularly now
that we have our strategy out, to be able to be done to make that
transition to a much smaller complex over the next 10 years with-
out budget increases. That is the management challenge, and I
think it is a challenge we can meet.

In addition, this is driven by the Department of Defense, and
combatant commanders belief that the effort to study replacement
concepts is important to the long-term assurance of the stockpile.
We believe that this is a key ingredient toward reducing the size
of the stockpile beyond the already 50 percent reductions we have
accomplished since 2001 and the further 15 percent reductions or-
dered by the President last December in 2007.

And, finally, our ability to effectively dispose of plutonium mate-
rials coming out of our increased dismantlement programs and our
work to consolidate materials is critical to the effort to reduce the
worldwide nuclear danger. This is viewed by the administration as
a critical national security program. Just as the Global Threat Re-
duction Initiative program seeks to repatriate and secure highly
enriched uranium from around the world and ultimately convert
that material into beneficial energy use, so, too, does plutonium
disposition seek to eliminate excess plutonium and also provide the
added benefit of energy production. I think the committee recog-
nizes that.

We are working to comply with the direction given to us in the
2008 Consolidated Appropriations Act while preserving vital na-
tional security mission focus. To that end, I have ordered that the
Pit Disassembly and Conversion Facility management be shifted to
the Office of Defense Programs.

With respect to the MOX program, we have requested that it be
funded through the Nuclear Energy account, consistent with the
act. However, we cannot transfer the management of this program
to the Office of Nuclear Energy. I am advised by the Department’s
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general counsel that the 2008 Consolidated Appropriations Act did
not direct this transfer. Without statutory authority, we are prohib-
ited from taking this action by the Department of Energy Organi-
zation Act and by the NNSA Act.

I want to assure the committee that I want to seek a solution to
this and will commit my time to work with you to work on an ap-
propriate path forward to work this out. This is the advice that I
have received by my general counsel yesterday.

Thank you, Mr. Chairman. I look forward to working with you
and members of the Subcommittee on this program. And I look for-
ward to answering your questions, sir.

[The written statement of Thomas D’Agostino follows:]
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Statement of
Thomas P. D’Agostino, Administrator
Accompanied by
Gen. Robert L. Smolen, USAF (Ret.), Deputy Administrator for Defense Programs
&

Adm. Kirkland H. Donaid, Deputy Administrator for Naval Reactors
National Nuclear Security Administration
U.S. Department of Energy
Before the
House Committee on Appropriations
Subcommittee on Energy and Water Development and Related Agencies

April 2, 2008

Thank you for the opportunity to discuss the President’s FY 2009 Budget Request for the National
Nuclear Security Administration (NNSA). I want to thank all of the Members for their strong support
for our vital national security missions.

In the eighth year of this Administration, with the support of Congress, NNSA has achieved a level of
stability that is required for accomplishing our long-term missions. Our fundamental national security
responsibilities for the United States include:

o assuring the safety, security and reliability of the U.S. nuclear weapons stockpile while at the
same time considering options for transforming the stockpile and the complex infrastructure that
supports it;

o reducing the threat posed by proliferation of nuclear weapons, material and expertise; and

o providing reliable and safe nuclear reactor propulsion systems for the U.S. Navy.

NNSA is examining how to proceed into the future to address evolving national security needs in a
manner that anticipates significant changes in how we manage our national security programs, our assets
and our people. To that end, the FY 2009 Budget Request for $9.1 billion, a decrease of $35 million
from the FY 2008 Consolidated Appropriations Act, supports NNSA’s crucial national security mission.

The FY 2009 request will go a long way toward making significant progress in many areas of focus,
including those that we have embarked upon in FY 2008. NNSA anticipates that this request will enable
the accomplishment of the following results:

* moving from a nuclear weapons complex to an integrated national security enterprise, including:

o making decisions regarding transformation of the nuclear weapons complex based on the
analyses in the Complex Transformation Supplemental Programmatic Environmental
Impact Statement this year;

o shrinking the size of the nuclear weapons complex and consolidating special nuclear
material at fewer sites;

o increasing funding for critical facilities, including an increase in funding for the
preliminary design of the Uranium Processing Facility and Chemistry and Metallurgy
Research Replacement facility over the amount provided in FY 2007,
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o increasing funding for cyber security by 22% over the amount provided in F'Y 2007; and

o improving cost-savings associated with supply chain management, building upon nearly
$5 million in savings in FY 2007.

e advancing nuclear nonproliferation and countering nuclear and radiological terrorism, including:

o increasing the amount of funds provided directly to NNSA nonproliferation activities by
7% over the funding amount provided in FY 2007 (not including the Mixed Oxide
(MOX) Fuel Fabrication Facility);

o increasing funding provided to nuclear counter terrorism activities by 40% over the
amount provided in FY 2007;

o increasing the rate at which Highly Enriched Uranium and other radiological and source
materials are secured as part of the Global Threat Reduction Initiative (GTRI) program
by 14%; and

o and continuing and completing activities under the Bratislava agreement with the
Government of Russia.

¢ securing and maintaining an aging stockpile, including:

o continuing our Defense Program’s “Getting the Job Done” initiative by staying focused
on delivering products to Department of Defense in a timely and cost-efficient manner;

o increasing the number of weapon dismantlements by 26 percent over the number of
weapons dismantled in FY 2007; and

o addressing current and anticipated challenges associated with certifying the stockpile
without requiring underground testing.

» expanding our technical excellence while developing the next generation of national security
scientific, engineering and program management talent, including:

o developing an expanded vision of the future role of our national laboratories in
supporting NNSA’s national securily mission; and

o expanding NNSA’s efforts in nuclear nonproliferation, counterterrorism, forensics, and
support to the intelligence community.

Our testimony today will focus on the Weapons Activities, Naval Reactors, and Office of the
Administrator accounts.

Weapons Activities Overview

Nuclear weapons remain a cornerstone of our nation’s strategic defense posture and will likely remain
so throughout this century, even as we continue to reduce the size of our stockpile. Our nuclear
deterrent stockpile remains safe, secure and reliable. The supporting infrastructure, however, is aged--
many of our critical facilities are over 50 years old. Stockpile Stewardship is working and has been
successful to date at finding and remedying the technical challenges facing our aging stockpile.
Additionally, we continue to reduce the size of the stockpile to meet the President’s mandate to have the
smallest nuclear stockpile consistent with our national security objectives. As a result, today the
stockpile is half of what it was in 2001, and by 2012, the United States will have the smallest stockpile
since the 1950s. Additional reductions in the stockpile are possible, but these reductions will require
changes to the weapons complex and the composition of the stockpile.

Our national security enterprise is a national asset and our weapons laboratories remain unrivaled as the
pinnacle of American scientifie, engineering and technical expertise. Development and maintenance of
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our nuclear deterrent force has made possible American leadership in nuclear nonproliferation, nuclear
counterterrorism, advanced computing, and high-energy density physics. None of these programs would
be possible at its current level without technical advances made by the weapons program. As we
continue transforming the infrastructure and maintaining our nuclear deterrent force into the 21%
Century, our goal is to do so without jeopardizing the advancements in other vital NNSA national
security programs made possible by our investment in weapon activities.

Let there be no doubt: today’s nuclear weapons stockpile is safe, secure and reliable and has not
required post-deployment nuclear testing to date, nor is nuclear testing anticipated or planned.

However, while today’s stockpile remains safe, secure and reliable, the weapons laboratories, the
Department of Defense and the NNSA are concerned about our future ability to maintain the stockpile in
the future. The Stockpile Stewardship Program has worked well, so far, to discover and resolve
problems that in the past would have required nuclear testing. However, the collective judgment of the
Directors of our national weapons laboratories is that maintaining certification of the finely-tuned
designs of the aging Cold War stockpile through Life Extension Programs (LEPs) only, absent nuclear
testing, necessarily entails increasing risk overtime. Although recent studies have placed the life of our
plutonium pits at 85 to 100 years, other exotic materials used in our warheads degrade at different rates
and many of their aging properties are still not well understood. The metallurgical and chemical issues
we face with our aging warheads continue to be a technical challenge for our best scientists and the risk
of catastrophic technical failure occurring as our warheads age cannot be ruled out absolutely. The one
certainty we do know is that warhead certification in the absence of testing will become more difficult,
especially as life extensions and component aging move the warhead further away from originally-tested
designs.

After 9/11 we realized that the security threat to our nuclear warheads had fundamentally changed. The
security features in today’s stockpile are commensurate with technologies that were available during the
Cold War and designed for with the threats anticipated at that time. Major enhancements in security are
not easily available via retrofits in the life extension programs.

To understand the challenges facing our stockpile, an analogy is in order. Today’s Mustang remains a
high-performance automobile, has about the same dimensions and weighs only a few hundred pounds
more than the first Mustangs, and has all the modern safety and security features we expect today—air
bags, anti~lock brakes, GPS navigation, satellite radio, theft deterrent and alarm systems. The 1965
version had none of these features, not even seat belts! We deploy warheads today that have 1970-80’s
safety, security and anti-terrorism features. It does not mean that these warheads are not safe and secure,
but we can do better and we should do better. Based on our initial assessments, I believe that the
reliable replacement warhead concepts provide opportunities to incorporate the latest technological
advances for precluding unauthorized use in a post-9/11 threat environment.

To address these challenges, the Administration has proposed two efforts to maintain the viability of the
deterrent well into the 21* Century. The first of these is Complex Transformation. Our goal is to
transform the large, costly and inefficient Cold War nuclear weapons complex that cannot meet the full
production requirements of our customer into an integrated, modern and cost effective nuclear security
enterprise. Complex Transformation involves more than just transforming an aging physical
infrastructure; it seeks to transform our contracting and procurement processes and overall management
of the enterprise to embrace the best in business and human capital practices. Complex Transformation
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also must be accomplished in a way that continues to leverage our core competencies in nuclear
weapons design and maintenance to advance the Nation’s leadership in counterterrorism,
nonproliferation, physical and cyber security, and to support the intelligence community. Our Complex
Transformation strategy relies on four pillars:

s Transform the nuclear stockpile through the Stockpile Stewardship Program in partnership with
the Department of Defense;

s Transform to a modernized, cost-effective nuclear weapons complex to support needed
capabilities in our physical infrastructure;

e Create an integrated, interdependent enterprise that employs best business practices to maximize
efficiency and minimize costs; and

s Advance the science and technology base that is the cornerstone of our nuclear deterrent forces
and remains essential for long-term national security.

Infrastructure transformation is a major part of Complex Transformation. Some major facilities date
back to the Manhattan Project and cannot cost effectively meet today’s safety and security requirements.
In other cases, new facilities are needed to restore capabilities that have been put in standby since the
end of the Cold War but may be needed to support future life extension programs. With the support of
Congress, we produced tritium in 2007 for the first time in 18 years and the Tritium Extraction Facility
(TEF) at Savannah River is now on-line. Similarly, construction of the Highly Enriched Uranium
Materials Facility (HEUMF) at the Y-12 National Security Complex in Oak Ridge will allow us to
consolidate uranium storage and improve security with a significantly-reduced security footprint. And
at Los Alamos National Laboratory, the Chemistry and Metallurgy Research Replacement (CMRR)
project will aliow us to continue the plutonium pit surveillance and actinide research vital to maintaining
the stockpile and the nation’s nuclear deterrent. These three projects are representative of a Complex
Transformation that has already commenced.

Our plan for Complex Transformation, detailed in the draft Supplemental Programmatic Environmental
Impact Statement (SPEIS), seeks to consolidate special nuclear material at fewer sites and locations
within the nuclear weapons complex, close or transfer hundreds of buildings that are no longer required
for the NNSA mission, and reduce NNSA’s overall footprint by as much as a third over the next ten
years. By eliminating multi-site redundancies and consolidating both missions and capabilities at our
sites, we expect to dramatically improve our efficiency and cost effectiveness.

The second effort we believe is necessary to maintain the viability of the nuclear deterrent well into the
21" Century involves continued study of reliable replacement concepts. We believe continued work on
these concepts is necessary in order to allow the next Administration and Congress to make informed
decisions regarding the future composition of the stockpile. Continued study of reliable replacement
concepts has been identified by U.S. Strategic Command, the Navy and the Air Force as essential to
long-term maintenance of an effective nuclear deterrent force. These concepts, coupled with a
responsive nuclear infrastructure, offers promise for further reductions in reserve warheads maintained
as a hedge against technical failure. These concepts are specifically envisioned to address long term
reliability issues that can affect our existing stockpile resulting from component aging, and
refurbishment of aging components, that move us further from the original designs validated by
underground nuclear testing. In short, we believe these concepts could provide a means to mitigate the
technical risks inherent in a life extension-only approach. Moreover, reliable replacement concepts
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would not add new military capabilities to the stockpile, and would introduce safety, surety and anti-
terrorism features that cannot easily be retrofitted into the current stockpile.

In our efforts to advance Complex Transformation and examine the potential promise of reliable
replacement concepts, we have not lost focus on meeting our day-to-day commitments to the
Department of Defense (DoD). Last year, we reconstituted a limited plutonium pit manufacturing
capability and produced new pits for the W88 warhead, and maintained on-time delivery of the LEP B61
weapons to the Air Force. In FY 2008, the Department will continue to manufacture W88 pits, maintain
a limited pit manufacturing capability of six pits per year.

Meeting the needs of DoD), maintaining the safety, security and reliability of the stockpile, and
commencing Complex Transformation would not be possible without the support of our dedicated
federal and contactor workforce of 37,000 employees. Retaining our current work force and attracting
the next generation of national security scientific and engineering talent is challenging because the
number of qualified university graduates continues to decrease each year.

The scientific capabilities and infrastructure developed for the nuclear weapons mission are utilized by
DoD, the Department of Homeland Security, and the intelligence community, are recognized as essential
to fulfilling their responsibilities. NNSA laboratories have been participating jointly with other
government agencies in addressing a wide range of national security challenges—all of which leverage
the core mission of nuclear weapons development and sustainability. Recent examples include:

» Supporting war fighter needs in Iraq with improvised explosive device (IED) modeling and
analysis;

s Supporting DoD and the Federal Bureau of Investigation in nuclear weapons emergency render-
safe and post-event technical forensics;

s Providing solutions to the intelligence community in their nuclear counterterrorism and
nonproliferation efforts by drawing upon our nuclear weapons expertise;

s Developing and deploying integrated systems for countering aerosolized bioterrorist releases and
bio-decontamination technologies; and

o Developing and deploying portal detector technology to prevent smuggling of special nuclear
material.

Basic research at our national security laboratories has provided technology for airborne detection of
toxic chemicals, critical infrastructure modeling for disaster response, and modeling of response
strategies for potential influenza pandemics.

It is important to recognize that certain major capabilities are needed at each of our national security
laboratories if they are to continue to effectively contribute to national security. By leveraging the
science that gave us the atomic bomb that helped win World War 11 and the technical innovations that
helped win the Cold War, today’s national security labs are tackling tomorrow’s national security
challenges. Maintaining a core scientific and technical base at our labs will continue to attract
outstanding talent to meet our future national security challenges.

Weapons Activities also provides tangible support to nuclear nonproliferation objectives. A major
priority within Defense Programs has been weapons dismantlement. The United States remains
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committed to its obligations under the Nuclear Nonproliferation Treaty (NPT). In 2004, the President
directed a 50 percent reduction in the size of the stockpile, and, in December 2007, he ordered an
additional 15 percent cut. The result will be a nuclear stockpile one quarter the size it was at the end of
the Cold War and the smallest since the Eisenhower Administration. During FY 2007, DOE achieved a
146 percent increase in the rate of nuclear weapon dismantlement over the FY 2006 rate, almost tripling
our goal of a 49 percent rate increase.

Naval Reactors Overview

Also contributing to the Department’s national security mission is the Naval Reactors Program, whose
mission is to provide the U.S. Navy with safe, militarily effective nuclear propulsion plants and ensure
their continued safe, reliable and long-lived operation. Nuclear propulsion enhances our warship
capabilities by providing the ability to sprint where needed and arrive on station, ready to conduct
sustained combat operations when America’s interests are threatened. Nuclear propulsion plays a vital
role in ensuring the Navy’s forward presence and its ability to project power anywhere in the world.

The Naval Reactors Program has a broad mandate, maintaining responsibility for nuclear propulsion
from cradle to grave. Over 40 percent of the Navy’s major combatants are nuclear-powered, including
aircraft carriers, attack submarines, guided missile submarines, and strategic submarines, which provide
the Nation’s most survivable deterrent force.

FY(09 Budget Request Programmatic Detail

The President’s FY 2009 Budget Request for NNSA totals $9.1 billion, a decrease of $35.0 million or
0.4 percent jess than the F'Y 2008 Consolidated Appropriations level. We are managing our program
activities within a disciplined five-year budget and planning envelope, and are successfully balancing
the Administration’s high priority initiatives to reduce global nuclear danger as well as future planning
for the Nation’s nuclear weapons complex within an overall modest growth rate.

The NNSA budget justification contains information for five years as required by Sec. 3253 of

P.L. 106-065, the National Defense Authorization Act for Fiscal Year 2000. This section, entitled
Future-Years Nuclear Security Program, requires the Administrator to submit to Congress each year the
estimated expenditures necessary to support the programs, projects and activities of the NNSA for a
five-year fiscal period, in a level of detail comparable to that contained in the budget.

The FY 2009-2013 Future Years Nuclear Security Program -- FYNSP -- projects $47.7 billion for
NNSA programs though 2013. This is a decrease of about $2.3 billion over last year's projections. The
FY 2009 request is slightly smaller than last year’s projection; however, the outyears increase starting in
FY 2010.
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WEAPONS ACTIVITIES

Defense Programs

The FY 2009 Budget Request for the programs funded within the Weapons Activities Appropriation is
$6.62 billion, an approximately 5.1 percent increase over the FY 2008 Consolidated Appropriations
level. It is allocated to adequately provide for the safety, security, and reliability of the nuclear weapons
stockpile and supporting facilities and capabilities.

Directed Stockpile Work (DSW) activities ensure the operational readiness of the nuclear weapons in
the nation’s stockpile through maintenance, evaluation, refurbishment, reliability assessment, weapon
dismantlement and disposal, research, development, and certification activities. The FY 2009 request is
organized by Life Extension Programs, Stockpile Systems, Reliable Replacement Warhead, Weapons
Dismantlement and Disposition, and Stockpile Services. The request places a high priority on
accomplishing the near-term workload and supporting technologies for the stockpile along with long-
term science and technology investments to ensure the capability and capacity to support ongoing
missions.

The FY 2008 Consolidated Appropriations Act did not contain funding for the Reliable Replacement
Warhead (RRW). The Administration believes that the characteristic features of the RRW are the right
ones for ensuring the future of our Nation’s nuclear deterrent force. The FY 2009 request includes $10
million to continue the design definition and cost study. The request also continues efforts called out in
the Explanatory Statement referenced in Section 4 of Public Law 110-161 to address issues raised in the
recent JASON's summer study of the feasibility of certifying RRW designs without nuclear testing.

Campaigns are focused on scientific and technical efforts essential for the certification, maintenance and
life extension of the stockpile. The Stockpile Stewardship Program has allowed NNSA to maintain the
moratorium on underground testing and move to "science-based” certification and assessments for
stewardship by relying on experiments, modeling, simulation, surveillance and historical underground
nuclear testing experience. The Science and Engineering Campaigns are focused to provide the basic
scientific understanding and the technologies required for the directed stockpile workload and the
completion of new scientific and experimental facilities. In the Inertial Confinement Fusion Ignition
and High Yield Campaign, the National Ignition Facility (NIF) will focus on completing the first
experiment on NIF with a credible chance of demonstrating laboratory-scale ignition in 2010. The
Advanced Simulation and Computing Campaign will continue to improve capabilities through
development of faster computational platforms in partnership with private industry, and with state of the
art techniques for calculations, modeling and simulation, and analysis of highly complex weapons
physics information. The Readiness Campaign consists of technology-based efforts to reestablish and
enhance manufacturing and other capabilities needed to meet planned weapon component production.

The FY 2009 request makes several changes in the location of programs within Weapons Activities.
The Pit Manufacturing and Certification Campaign recently concluded with the successful
manufacturing and certification of the W88 pit. Pit manufacturing related activities are moved to the
Direct Stockpile Work Stockpile Services program and pit certification activities are transferred to the
Science Campaign. In addition, in the Science Campaign, the Advanced Certification program will
continue efforts begun in FY 2008 at the direction of the Congress to review, evaluate and implement
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key recommendations from the JASON’s RRW study regarding approaches to establishing an accredited
warhead certification plan without nuclear testing. Work being performed to understand potential
improvised nuclear device designs and responses is being transferred to the nuclear weapons incident
response account,

Secure Transportation Asset

The Secure Transportation Asset’s FY 2009 Budget Request is an increase of $9.5 million to $221.1
million. This funding request supports the increase to transportation capacity necessary for the
dismantlement of nuclear weapons, departmental initiatives to consolidate and disposition nuclear
material, and the implementation of the current operational doctrine to protect nuclear weapons and
material in transport.

Readiness in Technical Base and Facilities (RTBF) and Facilities and Infrastructure
Recapitalization Program (FIRP)

In FY 2009, we are requesting $1.89 billion for the maintenance and operation of existing facilities,
remediation and disposition of excess facilities, and construction of new facilities. Of this amount,
$1.72 billion is requested for RTBF, an increase of $83.1 million from FY 2008 operating levels, with
$1.41 billion reserved for Operations and Maintenance. The Operations and Maintenance portion also
includes the Institutional Site Support program which supports facility transition and capability
consolidation. The request includes $308.0 million for RTBF Construction.

This request also includes $169.5 million for the Facilities and Infrastructure Recapitalization Program
(FIRP), a separate and distinct program that is complementary to the ongoing RTBF efforts. The FIRP
mission, which we expect to be completed in FY 2013, is to restore, rebuild and revitalize the physical
infrastructure of the nuclear weapons complex, in partnership with RTBF. This program assures that
facilities and infrastructure are restored to an appropriate condition to support the mission, and to
institutionalize responsible and accountable facility management practices. The Integrated Prioritized
Project List (IPPL) is the vehicle that FIRP will rely on to prioritize and fund outyear projects to reduce
legacy deferred maintenance. These projects significantly reduce the deferred maintenance backlog to
acceptable levels and support the Stockpile Stewardship mission and transformation of the complex.

This request also inctudes $77.4 million for the newly established Transformation Disposition (TD)
Program. TD is NNSA'’s facility and infrastructure (F&I) retirement program for old, Cold War-era
structures. The NNSA owns over 35 million gross square feet of footprint and over 25% of the footprint
may become excess as a result of complex transformation. TD is established with the goal of reducing
non-process and contaminated excess F&I. This includes facilities that are excess to current and future
NNSA mission requirements, including those contaminated structures which are not currently the
responsibility of the Office of Environmental Management. This program supports the performance
measure of reducing the total square feet, improves management of the NNSA facilities and
infrastructure portfolio, and reduces long-term costs and risks. The TD Program will set the
groundwork for a smaller complex.

All of these activities are critical for the development of a more responsive infrastructure and will be
guided by decisions based on the Complex Transformation Supplemental Programmatic Environmental
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Impact Statement (SPEIS) and other factors such as funding and national security requirements. Since a
significant fraction of our production capability resides in World War II era facilities, infrastructure
modernization, consolidation, and sizing consistent with future needs is essential for an economically
sustainable Complex. Facilities designed according to modern manufacturing, safety, and security
principles will be more cost-effective and responsive to future requirements. For example, a facility
could be designed to support a low baseline capacity and preserve the option, with a limited amount of
contingency space to augment capacity, if authorized and needed, to respond to future needs.

Having a reliable plutonium capability is a major objective of NNSA planning and is a key requirement
if the nation is to maintain an effective deterrent, regardless of the composition of the stockpile. Options
for plutonium research, surveillance, and pit production are being evaluated as part of the Complex
Transformation NEPA process, with a decision anticipated in 2008. The preferred altemative in the
draft Complex Transformation SPEIS proposes that Los Alamos National Laboratory facilities at
Technical Area 55 (TA-55) provide plutonium research, surveillance and pit production capabilities.
This altemative includes the proposed Chemistry and Metallurgy Research Replacement — Nuclear
Facility (CMRR-NF) to achieve the objectives of (1) closing the aging existing Chemistry and
Metallurgy Research (CMR) facility, (2) replacing essential plutonium surveillance and research
capabilities currently at Lawrence Livermore National Laboratory and those being conducted in
Plutonium Facility 4 (PF-4) in TA-55, and (3) achieving a net manufacturing capacity of 50 — 80 pits per
year by allowing surveillance activities now occurring in PF-4 to be conducted in CMRR.

Completion of the Highly Enriched Uranium Materials Facility (HEUMF) would allow a reduction of
the overall size of the high security area at the Y-12 National Security Complex. If NNSA ultimately
decides to build a Uranium Processing Facility (UPF) at Y-12, then Y-12’s high security area would be
reduced from 150 acres to 15 acres. This reduction combined with the engineered security features of
the HEUMF and UPF, would allow NNSA to meet the Design Basis Threat (DBT) at significantly
reduced costs, to lower non-security costs, and to provide a responsive highly enriched uranium
manufacturing capability.

Environmental Projects and Operations

The Environmental Projects and Operations/Long-Term Stewardship Program is requested at $40.6
million in FY 2009. This program serves 1o reduce the risks to human health and the environment at
NNSA sites and adjacent areas by: operating and maintaining environmental clean-up systems;
performing long-term environmental monitoring activities; and integrating a responsible environmental
stewardship program with the NNSA mission activities. The increase in this program is necessary to
continue compliance with statutory requirements and to provide Long-Term Stewardship activities for
two additional NNSA sites.

Nuclear Weapons Incident Response

The Nuclear Weapons Incident Response (NWIR) Program serves as the United States’ primary
capability for responding to and mitigating nuclear and radiological incidents worldwide. The FY 2009
Request for these activities is $221.9 million, of which $31.7 million is dedicated to the continued
implementation of two national security initiatives that will strengthen the Nation’s emergency response
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capabilities—the National Technical Nuclear Forensics (NTNF) and the Stabilization Implementation
programs.

The NTNF program will continue the development of capabilities to support pre- and post-detonation
activities and enhance technical nuclear forensics capabilities. The continued development of this
capability will facilitate the thorough analysis and characterization of pre- and post-detonation
radiological and nuclear materials and devices, including devices used in nuclear detonations as well as
interdicted devices. Developing forensic capabilities of this nature is crucial to the overall objective of
identifying the origin and pathways of interdicted nuclear materials, warheads and improvised nuclear
devices.

Stabilization is a capability aimed at using advanced technologies to enhance the U.S. Government’s
ability to interdict, delay and/or prevent operation of a terrorist’s radiological or nuclear device until
national assets arrive on the scene to conduct traditional “render safe” procedures. NNSA has actively
sponsored new research in this area and, additionally, continues to leverage emerging technologies that
have been demonstrated successfully by the DoD in support of the global war on terrorism. In the
implementation phase, NNSA will transfer these matured projects into operational testing to selected
teams across the country, potentially followed by their transition into the collection of tools available to
Federal response teams.

Physical and Cyber Security

The FY 2009 Budget Request for Defense Nuclear Security is $737.3 million, a 7.7 percent decrease
from the FY 2008 appropriation. The FY 2009 request supports the base program and the program’s
focus on sustaining the NNSA sites 2003 Design Basis Threat baseline operations and implementing the
2005 DBT Policy upgrades with the Nevada Test Site reaching compliance in FY 2009. Starting in FY
2009, there is no longer an offset in this account or in the Departmental Administration account for the
security charges associated with reimbursable work. These activities will be fully funded by the
programs with direct appropriations.

During FY 2009, the program will focus on eliminating or mitigating identified vulnerabilities across the
weapons complex. Measures will include additional protective force training, acquiring updated
weapons and support equipment, improving physical barrier systems and standoff distances, and
reducing the number of locations with “targets of interest.” Physical security systems will be upgraded
and deployed to enhance detection and assessment, add delay and denial capabilities, and to improve
perimeter defenses at several key sites. There are no new construction starts.

The FY 2009 Budget Request for Cyber Security is $122.5 million, an 11 percent increase from the FY
2008 appropriation. The FY 2009 Budget Request is focused on sustaining the NNSA infrastructure and
upgrading elements designed to counter cyber threats and vulnerabilities from external and internal
attacks. This funding level will support cyber security revitalization, enhancements in assets and
configuration management, and identify emerging issues, including research needs related to computer
security, privacy, and cryptography.

Additionaily, the Cyber Security funding will provide for enhancement, certification, and accreditation
of unclassified and classified computer systems to ensure the proper documentation of risks and
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justification of associated operations for systems at all sites. The funding within this request will also be
applied to foster greater cyber security awareness among Federal and contractor personnel. NNSA will
sponsor a wide range of educational initiatives to ensure that our workforce possesses the ever-
expanding cyber security skills critical to safeguarding our national security information. Funding
provided to NNSA sites will be conditioned upon their implementation of a risk-based approach to cyber
security management and policy.

NAVAL REACTORS

The Naval Reactors FY 2009 Budget Request of $828 million is an increase of $20 million from the FY
2008 request. Naval Reactor’s development work ensures that nuclear propulsion technology provides
options for maintaining and upgrading current capabilities, as well as for meeting future threats to U.S.
security.

The majority of funding supports Naval Reactor’s number-one priority of ensuring the safety and
reliability of the 102 operating naval nuclear propulsion plants. This work involves continual testing,
analysis, and monitoring of plant and core performance, which becomes more critical as the reactor
plants age. The nature of this business demands a careful, measured approach to developing and
verifying nuclear technology, designing needed components, systems, and processes, and implementing
them in existing and future plant designs. Most of this work is accomplished at Naval Reactors’ DOE
laboratories. These laboratories have made significant advancements in extending core lifetime,
developing robust materials and components, and creating an array of predictive capabilities.

Long-term program goals have been to increase core energy, to achieve life-of-the-ship cores, and to
eliminate the need to refuel nuclear-powered ships. Efforts associated with this objective have resulted
in planned core lives that are sufficient for the 30-plus year submarine (based on past usage rates) and an
extended core life planned for CVN 21 (the next generation aircraft carrier). The need for nuclear
propulsion will only increase over time as the uncertainty of fossil fuel cost and availability grows.

Naval Reactors’ Operations and Maintenance budget request is categorized into six areas: Reactor
Technology and Analysis; Plant Technology; Materials Development and Verification; Evaluation and
Servicing; Advanced Test Reactor (ATR) Operations and Test Support; and Facility Operations.

The $204 million requested for Reactor Technology and Analysis will support work that ensures the
operational safety and reliability of reactor plants in U.S. warships and extends the operational life of
Navy nuclear propulsion plants. This work includes continued development of the Reactor System
Protection Analysis for the next generation aircraft carrier, CVN 21. These efforts also support
continued work on core design concepts for submarines.

The increasing average age of our Navy’s existing reactor plants, along with future extended service
lives, a higher pace of operation and reduced maintenance periods, place a greater emphasis on our work
in thermal-hydraulics, structural mechanics, fluid mechanics, and vibration analysis. These factors,
along with longer-life cores, mean that for years to come, these reactors will be operating beyond our
previously-proven experience base.
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The $104 million requested for Plant Technology provides funding to develop, test, and analyze
components and systems that transfer, convert, control, and measure reactor power in a ship’s power
plant. Naval Reactors is developing components to address known limitations and to improve reliability
of instrumentation and power distribution equipment to replace aging, technologically obsolete
equipment. Development and application of new analytical methods, predictive tests, and design tools
are required to identify potential concerns before they become actual problems. This enables preemptive
actions to ensure the continued safe operation of reactor plants and the minimization of maintenance
costs over the life of the ship. Additional technology development in the areas of chemistry, energy
conversion, instrumentation and control, plant arrangement, and component design will continue to
support the Navy’s operational requirements.

The $106 million requested for Materials Development and Verification supports material analyses and
testing to provide the high-performance materials necessary to ensure that naval nuclear propulsion
plants meet Navy goals for extended warship operation and greater power capability. These funds
support the test assemblies for use in ATR, post irradiation examination of the materials tested at ATR,
and destructive and non-destructive examinations of spent navy nuclear fuel and reactor component
materials.

The $264 million requested for Evaluation and Servicing sustains the operation, maintenance, and
servicing of Naval Reactors’ operating prototype reactor plants. Reactor core and reactor plant
materials, components, and systems in these plants provide important research and development data
and experience under actual operating conditions. These data aid in predicting and subsequently
preventing problems that could develop in fleet reactors. With proper maintenance, upgrades, and
servicing, the two prototype plants will continue to meet testing needs for at least the next decade.

Evaluation and Servicing funds also support the implementation of the dry spent fuel storage production
lines that will put naval spent fuel currently stored in water pools at the Idaho Nuclear Technology and
Engineering Center (INTEC) on the 1daho National Laboratory (INL) and at the Expended Core Facility
(ECF) on the Naval Reactors facility in Idaho into dry storage. Additionally, these funds support
ongoing decontamination and decommissioning of inactive nuclear facilities at all Naval Reactors sites
to address their “cradle to grave” stewardship responsibility for these legacies and minimize the
potential for any environmental releases.

The $60 million requested for Advanced Test Reactor Operations and Test Support sustains the ongoing
activities of the INL ATR facility, owned and operated by the Office of Nuclear Energy (NE), Science
and Technology.

In addition to the budget request for the important technical work discussed above, facilities funding is
required for continued support of Naval Reactor’s operations and infrastructure. The $32 million
requested for facilities operations will maintain and modernize the program’s facilities, including the
Bettis and Knolls laboratories as well as ECF and Kesselring Site Operations (KSO), through capital
equipment purchases and general plant projects.

The $22 million requested for construction funds will be used to support the project engineering and
design of KAPL infrastructure upgrades and ECF M290 receiving and discharge station, to support the
design and construction of production support complex at NRF, and to support the construction of a
materials research technology complex.



18

QFFICE OF THE ADMINISTRATOR

This account provides for all Federal NNSA staff in Headquarters and field locations except those
supporting Naval Reactors and the Office of Secure Transportation couriers. The FY 2009 Budget
Request is $404.1 million, essentially level with the FY 2008 appropriation reflecting a leveling of
staffing growth.

This Budget Request is consistent with the funding needed for personnel support in an account that is
comprised of over 70 percent salaries and benefits. Staffing is projected to increase by 95 to a total of
1,942 FTE in FY 2009, in support of new hires brought on-board at the end of FY 2008 and beginning
of FY 2009 to meet increased requirements in Defense Nuclear Nonproliferation and Emergency
Operations program goals as well as address NNSA workforce planning skill mix issues. Information
Technology (IT) for the Federal staff is also included in this account, and the FY 2009 request is level
with 2008.

The outyear budget for this account projects a 3.7 percent increase in FY 2010, followed by about 4
percent annually in the ensuing years. There remain significant challenges in managing this account due
to the essentially uncontrollable impacts of escalation on payroll and benefits for NNSA staff that
consume such a high percentage of this account.

Historically Black Colleges and Universities (HBCU) Support

A research and education partnership program with the HBCUs and the Massie Chairs of Excellence
was initiated by the Congress through Congressionally directed projects in the Office of the
Administrator appropriation in FY 2005. The NNSA has established an effective program to target
national security research opportunities for these institutions to increase their participation in national
security-related research and to train and recruit HBCU graduates for employment within the NNSA.
The NNSA goal is a stable $10 million annual effort. However, the FY 2008 Consolidated
Appropriations Act (P.L. 110-161), included $22.1 million in congressionally directed projects in
support of the HBCU programs within the Office of the Administrator account, for both new and
existing projects. In FY 2009, the Office of the Administrator appropriation will provide funding of
$3.6 million in continuing support for HBCU activities for institutions not yet ready to engage in direct
NNSA mission support. The Weapons Activities appropriation will provide up to $6 million; the
Defense Nuclear Nonproliferation appropriation will provide up to $3 million; and the Naval Reactors
program will fund up to $1 million of HBCU efforts in FY 2009 in multiple research partnerships
directly supporting mission program activities.
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National Nuclear Security Administration

Appropriation and Program Summary Tables
Outyear Appropriation Summary Tables

FY 2009 BUDGET TABLES
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National Nuclear Security Administration

Overview
(dollars in thousands)
FY 2007 FY 2008 FY 2008
Qurrent Origiral FY 2008 Current FY 2009
Appropriations | Appropriation | Adjustments | Appropriation Request
National Nuclear Security
Administration
Office of the Administrator 358291 405,987 -3,850 402,137 404,081
Weaporns Activities 6258583 6,355,633 -58,167 6297466 661807
Defense Nuclear Nanproliferation 1,824202 1,673,275 -152 1,657,996 1,247,048
Naval Reactaors 781,800 781,800 =714 774,686 828054
Total, NNSA 9,222,876 9,216,695 -84.410 9,132,285 9,097,262
Rescission of Pricr Year Ralances 0 -322,000 0 -322,000 0
Total, NNSA (OMB Scoring) 9222876 8894,695 -84.410 8810,285 9,097,262

Appropriation Summary

Outyear Appropriation Summary
NNSA Future-Years Nuclear Security Program (FYNSP)
(dollars in thousands)
[ Fy2009 | Fy20i0 | Fy2011 | Fr2012 [ Fy2013 |

NNSA
Office of the Administrator 404,081 419,848 436,266 451,771 469,173
Weapons Activities 6,618,079 6,985,695 7,197,844 7,286,912 7,460,318
Defense Nuclear Nonproliferation 1,247,048 1,082,680 1,076,578 1,111,337 1,133,982
Naval Reactors 828,054 848,641 869,755 880,418 899,838

Total, NNSA 9,097,262 9,336,864 9,580,443 9,730,438 9,963,311
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Office of the Administrator
National Nuclear Security Administration

Overview

Appropriation Summary by Program
(dollars in thousands)

FY 2007 FY 2008 FY 2008
Current Original FY 2008 Current FY 2009
Appropriation | Appropriation | Adjustments | Appropriation| Request | $ Change

Office of the Administrator
Office of the
Administrator 358291° 383,487 -3,490 379997 404,081  +24,084
Congressional Directed
Projects 0 22,500 -360 22,140 0 -22,140
Total, Office of the
Administrator 358291 405,987 3,850° 402,137 404081  +1,944

Public Law Authorization:

FY 2008 Consolidated Appropriations Act (P.L. 110-161)
National Nuclear Security Administration Act, (P.L. 106-65), as amended

Outyear Appropriation Summary

Office of the Administrator

{dollars in thousands)

} FY 2010

FY 2011

FY 2012 } FY 2013

419,848

436,266

451,771

469,173

“ Reflects the Congressionally approved appropriation transfer of $17,000,000 (07-D-04) from a source within the Weapons
Activities appropriation and $1,000,000 from the FY 2007 supplemental in support of the Defense Nuclear Nonproliferation

program.

® Reflects a rescission of $3,850,000 as cited in the FY 2008 Consolidated Appropriations Act (P.L. 110-161).




Weapons Activities
Directed Stockpile Work
Science Campaign
Engineering Campaign
Inertial Confinement Fusion Ignition
and High Yield Campaign
Advanced Simulation and Computing
Campaign
Pit Manufacturing and Certification
Campaign
Readiness Campaign
Readiness in Technical Base and
Facilities
Secure Transportation Asset
Nuclear Weapons Incident Response
Facilities and Infrastructure
Recapitalization Program
Environmental Projects and
Operations
Transformation Disposition
Defense Nuclear Security
Cyber Security
Congressionally Directed Projects
Subtotal, Weapons Activities
Security Charge for Reimbursable
Work
Use of Prior Year Balances
Total, Weapons Activities

Public Law Authorization:
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Weapons Activities

Funding Profile by Subprogram
(dollars in thousands)

FY 2007 FY 2008 FY 2008
Current Original FY 2008 Current FY 2009
Appropriation | Appropriation | Adjustments | Appropriation] Request

1,430,192 1,413,879 -12,627 1,401,252 1,675,715
267,758 290,216 -2,592 287,624 323,070
161,736 171,075 -1,527 169,548 142,742
489,706 474,442 -4,236 470,206 421,242
611,253 579,714 25,177 574,537 561,742
242,392 215,758 -1,927 213,831 0
201,713 159,512 -1,424 158,088 183,037
1,613,241 1,652,132 -14,751 1,637,381 1,720,523
209,537 213,428 -1,905 211,523 221,072
133,514 160,084 -1,429 158,655 221,936
169,383 181,613 -1,622 179,991 169,549

0 8,669 -77 8,592 40,587

0 0 0 0 77,391

656,653 806,434 -7,201 799,233 737,328
104,505 101,191 -904 100,287 122,511

0 48,000 -768 47,232 0
6,291,583 6,476,147 -58,167 6,417,980 6,618,445
-33,000 34,000 -34,000 0

0 -86,514 -86,514 -366
6,258,583 6,355,633 -58,167 6,297,466 6,618,079

FY 2008 Consolidated Appropriations Act (P.L. 110-161)
National Nuclear Security Administration Act, (P.L. 106-65), as amended
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Outyear Funding Profile by Subpregram
(dollars in thousands)

Weapons Activities
Directed Stockpile Work
Science Campaign
Engineering Campaign
Inertial Confinement Fusion Ignition and High Yield
Campaign
Advanced Simulation and Computing Campaign
Pit Manufacturing and Certification Campaign
Readiness Campaign
Readiness in Technical Base and Facilities
Secure Transportation Asset
Nuclear Weapons Incident Response
Facilities and Infrastructure Recapitalization Program
Environmental Projects and Operations
Transformation Disposition
Defense Nuclear Security
Cyber Security
Total, Weapons Activities

[ Fy2010 7 Fy2011 | FY2012 | FY2013 |
1,762,079 1,789,979 1,760,218 1,776,388
309,091 295,192 296,662 299,902
148,863 146,565 150,475 153,907
434,007 381,173 373,005 377,762
526,373 510,808 514,405 520,645

0 0 0 0
170,003 161,139 161,130 164,295
1,904,398 2,153,557 2275909 2,372,916
249,555 261,543 268,134 269,325
229,661 235211 242,425 250,947
192,945 196,379 195,096 194,779
37,288 39,026 37,468 36,040
89,457 88,589 88,008 87,863
818,285 817,809 793,856 814,928
113,690 120,874 130,121 140,621
6,985,695 7,197,844  7,286912 7,460,318
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Naval Reactors

Funding Profile by Subprogram

(dollars in thousands)

FY 2007 FY 2008 FY 2008
Current Original FY 2008 Current FY 2009
Appropriation | Appropriation | Adjustments | Appropriation Request
Naval Reactors Development
Operations and Maintenance (O&M) 747,648 739,100 -6,726 732,374 771,600
Program Direction 31,380 32,700 -297 32,403 34,454
Construction 2,772 10,000 -91 9,909 22,000
Total, Naval Reactors Development 781,800 781,800 ~7,114 774,686 828,054
Public Law Authorizations:
P.L. 83-703, “Atomic Energy Act of 1954”
“Executive Order 12344 (42 U.S.C. 7158), “Naval Nuclear Propulsion Program”
P.L. 107-107, “National Defense Authorizations Act of 2002”, Title 32, “National
Nuclear Security Administration”
John Warner National Defense Authorization Act for FY 2007, (P.L. 109-364)
FY 2008 Consolidated Appropriations Act (P.L. 110-161)
National Nuclear Security Administration Act, (P.L. 106-65), as amended
Outyear Funding Profile by Subprogram
(doliars in thousands)
[TFy2010 | Fy201t T Fy20i2 | Fy2013 |
Naval Reactors Development
Operations and Maintenance 782,087 811,651 827,164 831,084
Program Direction 35,754 37,054 38,354 39,754
Construction 30,800 21,050 14,900 29 000
848,641 869,755 880,418 899,838

Total, Naval Reactors Development
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Mr. VISCLOSKY. Admiral.

Mr. D’AgosTiNO. We will do one statement, sir, if that is okay.

Mr. ViscLosky. Okay.

Administrator D’Agostino, I appreciate the cooperation on Pit dis-
assembly. On MOX, the money would be spent out of NE but the
management would stay, if I understand the statement correctly.

MOX

Mr. D’AGOSTINO. Barring any further changes, sir, that is right.
As you know, we have requested money for MOX in the NE ac-
count. We would, through an economy act, transfer support of MOX
to the Nuclear Energy program, for the management of that activ-
ity by the team of people that we have. For the Pit Disassembly
and Conversion Facility, we have decided that that is something
that is completely within my authority to do, and I have recognized
the desire of not only the committee but of Congress to make that
transfer. And we have provided that shift.

Mr. ViscLOSKY. On the 2009 budget for MOX, did it end up com-
ing up here after OMB in NN, not NE, for the monetary request?

Mr. D’AGOSTINO. No, it came up in the NE account, nuclear en-
ergy account.

Mr. ViscLosKY. For MOX for 2009?

Mr. D’AGOSTINO. Yes, sir.

Mr. ViscLoOsKY. Okay. If I could, I am just going to ask one ques-
tion here at the beginning, and then I will recognize Mr. Wamp.

COMPREHENSIVE STRATEGY

Getting to the strategy, you indicate that a report was sent up.
I have for the record the language from the omnibus appropriations
bill that was signed into law. As far as looking at a comprehensive
strategy for the use of weapons, as well as how we defend ourselves
against those types of weapons, and not necessarily just in a nu-
clear sense, but conventional means and intelligence means.

Mr. D’AGosTINO. Right.

Mr. VISCLOSKY. Are you saying that the report you sent up is
thag strategy? Or is it the strategy for the complex for the weap-
ons?

Mr. D’AGOSTINO. The report that we sent up provides a broader
strategy look. It actually looks to answer some specific questions
that we received from Congress the year before. I believe there
were seven fairly specific questions on that, describing this transi-
tion from policy, first; supplies of the stockpile, second; what it does
to the infrastructure, third—drawing that connection between
those three pieces.

This paper provides that information. And, additionally, it pro-
vides a classified section on what is going on in the rest of the
world, to put our program in context with the global security envi-
rodrllment, which is a factor that the Department of Defense con-
siders.

Mr. ViscLosky. Now would it be your understanding that the
Secretaries of Defense and Energy, for example, people in the Intel-
ligence Community, have looked or are looking at the overarching
strategy that the weapons in the complex fit into?
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Mr. D’AcosTINO. Yes. Well, the Intelligence Community has
helped inform the Secretary of Defense and Energy on this. It is
a 20-some-odd-page classified white paper. And it puts into context
the kinds of changes, the basis, if you will, for our current ap-
proach. If you recall, the 1,700 to 2,200 operationally deployed stra-
tegic warheads is based on what the country needs for its own na-
tionladl security in the context of what is going on in the rest of the
world.

Then it translates that into this question of is there a better way
to further reduce the size of the stockpile? I think that is a ques-
tion that we feel is important. From my standpoint, it drives a lot
of the costs in our program. I have a parochial desire, if you will,
sir, to understand that and have those numbers driven down ap-
propriately. But I don’t want to be in a situation of having to ask
you, sir, for example, to overbuild an infrastructure to support. So
what that document should do is describe how we can get to an ap-
propriately sized stockpile.

I happened to be with General Chilton last night, Commander of
Strategic Command, and General Cartwright, the Vice Chairman of
the Joint Chiefs of Staff, and we briefed Senate Energy and Water
Members as well as authorization Members last night in the Sen-
ate, talking about this connection, because it is very hard to have
just a piece of paper describe all of the pieces and the connection
on how much further we can go.

And I would be happy, sir, to actually arrange a time when the
three of us could come talk to you and the committee in that con-
text. Whether it is a briefing or testimony, I think either one would
work fine.

Mr. ViscLosKY. Thank you.

Mr. Wamp.

Mr. WAMmP. Thank you, Mr. Chairman.

Welcome to all three of you, particularly you, Tom. I just want
to say, I have seen the whole transformation here pre-NNSA/post-
NNSA. I thank you for your service, because you are as strong in
this position as anybody has been in my 14 years of service and 10
years on this committee.

Mr. D’AGOSTINO. Thank you.

Mr. WaMP. But I will tell you, two of the biggest challenges that
we face—the three biggest challenges we face on this sub-
committee, from my perspective, are the Corps of Engineers and
the need for reforms there, because the last 6 years are not near
as good as the first 6 years of my 12 years on Approps with the
Corps of Engineers. And their big projects are not being managed
well, and it is costing us a whole lot more money than it was ever
supposed to.

Another big problem is on environmental management, the same
kind of problem. And this committee ends up wrestling with the
administration on funding the mistakes more than the successes.
And that is a real hole you dig for yourself in our business.

Mr. D’AGoSsTINO. Right.

ENVIRONMENTAL MANAGEMENT

Mr. WAMP. And I want to start on that front, because we have
to know that the management will be there for the investments
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that you are asking for. And so I want you to, kind of, give me an
update on NNSA, honest assessment from your perspective on your
ability to handle the funding for big projects.

I said, a year ago, I hate to be parochial, but when you get the
NNSA missions, parochial—Oak Ridge is really at the heart of the
whole complex, so it is not parochial to talk about the big projects,
because, frankly, they are bang, bang, bang. Uranium is central to
this whole issue, and we are kind of the center of uranium for the
country.

HEUMF is almost finished. Following that, UPF, the need for
that. The preferred alternative of where all this goes in your recon-
figuration and what you laid out just in general terms on it is too
expensive, it is too old, that we are not really preparing for the fu-
ture. Intelligence will tell us what we have to do. How we do it and
the resources necessary to do it is what is debated here at this
committee. There is a thing called CMC that may follow that.

Give me, then, a report on how you are able to manage these big
projects. Again, we are about to finish HEUMF, and, frankly, com-
pared to these other investments this committee is making, it is
going to be a successful completion.

Mr. D’AGOSTINO. Yes, sir.

Mr. WaMP. And then can we go into another major project? And
how is your preferred alternative lining all of these investments up
over the next 10 years?

Mr. D’AGOSTINO. Certainly. Thanks very much for the question.

I share your concern on management of large projects. It is some-
thing that is always on my mind. Last year, when I was acting in
this position with Mr. Ostendorff as he came in and we
transitioned roles there for a while, we agreed that what we needed
to do over the next 18 months, which we are obviously halfway
through is focus. To me, it is about leadership and focus.

I had the experience in Defense Programs, which General
Smolen is now managing, 2 years ago to say, let’s get together a
list, make it clear what people expect, what the leadership wants
the organization to do, put it on one sheet of paper, promulgate it
out, hold our senior executives accountable for it, actually put that
sheet of paper in their performance plans, put in our contractors’
performance plans, and then focus on delivering on those items.

It worked well in Defense Programs. We had very significant suc-
cess in delivering on our products and on the efficiencies. And Gen-
eral Smolen is carrying that through in Defense Programs.

We are going to apply the same thing for the broader NNSA as
a whole. And I have a list. Now, unfortunately, it is not 10 items.
It is 15 items for the whole NNSA on things that we will do this
year in the NNSA. And I am holding my managers accountable for
it.

So it is leadership and accountability, to start off with.

I recognize that the key one of the elements is project manage-
ment. One of my six focus areas is project management. We have
undertaken and we have actually qualified and certified our Fed-
eral project managers. In the past, before 2005, we were not in that
situation. Since that time, we have qualified and certified our
project managers, just like happens out in industry, to standards,
and we check on their standards and make sure they are qualified.
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I learned that from the Navy in my days in the Naval Reactors or-
ganization, and it is absolutely vital to have people that know what
their job is and what they are supposed to be doing.

Since 2005, we have only had one project in the NNSA that has
had to be rebaselined as a result of not establishing a good per-
formance baseline. I am not satisfied with that; I want to get those
numbers to zero. Once we establish a performance baseline, that is
what we deliver on.

But you asked about how we were doing. I think we are heading
in the right direction. I think we have a lot of challenges left on
these large, unique projects, but I think we are heading in the
right direction.

Los Alamos has done much better on safety and security. They
have reduced the amount of security holdings from 80,000 pieces
of classified information down to 5,000 pieces of classified electronic
media. They are reducing their vault-type rooms. Mike Anastasio,
the Director of the Los Alamos National Laboratory, really gets it,
the fact that he has to manage that lab as an integrated labora-
tory, not as a confederation of small laboratories that was what, in
my view, we had in the past.

At Y-12, at your site, sir, we have already demonstrated this
past year about $27 million in cost savings through this program.
We call it the Y-12 Throughput Improvement Program. We have
had a 300 percent increase in components for the B61 life extension
at Y-12 as a result of the actions that General Smolen has taken.
And we have also had a 320 percent increase in uranium machin-
ing operations.

I, personally, think that is remarkable, given the state of the in-
frastructure at Y-12 right now. Building 9212 is a mess. Safety at
the laboratories is much better. Our days-away reportable cases
and total reportable injury rates have improved by not ones and
twos of percentages, but by tens, twenties, thirties, forties and fif-
ties of percentages. I think the work at the Kansas City Plant has
been significant in integrating supply chain management.

I want to shift to is away from the past, which is where we had
eight independent contractors each with their own systems and
policies and approaches, and operate this outfit as an integrated
national security complex where we leverage our procurement
buys. We have g5 million of auditable, demonstrated savings and
procurement last year. We think we can increase that at least to
about $30 million this year, and I have charged to increase that
even further. This is this idea of reverse auctions, so where we
have our suppliers competing for our business.

I am excited about what the future will hold here. I don’t dismiss
this as easily accomplished. And that is why the challenge for me
is to get the complex smaller. I have to get it focused. Each organi-
zation needs to know what they are supposed to do. And I believe
that there is a real opportunity to continue on on some of the ad-
vances we have made in the past.

Mr. WamMmP. Is your process complete now on the preferred alter-
native and pursuing the UPF in Oak Ridge and it being the ura-
nium center?

Mr. D’AGOSTINO. It is not completed. Last week we just finished
our 20th meeting. We had 20 public hearings from around the com-
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plex. We actually added one to make it up to 20. We have essen-
tially doubled the amount of time that the public is allowed to com-
ment on this, because we recognize that this is a big activity and
we do want to get public input. We have received 50,000 comments
to date.

We have been clear to the public, even though we will likely close
the input period on April 10th. We are continuing to analyze input,
that we will continue to take public input, because we want to
make sure we have that.

But we are well under way toward getting ourselves situated
where we have a decision opportunity that we can tee up, talk to
the committee beforehand, and tee up a decision this year.

Mr. Wamp. By fall?

Mr. D’AGOSTINO. By fall, yes, sir.

Mr. WAMP. Mr. Chairman, I will wait. I know I have gone over
the 5-minute rule.

Mr. VISCLOSKY. Mr. Simpson.

Mr. SiMPSON. Thanks, Mr. Chairman.

Welcome to the committee. It is good to see you back again, both
of you—all three of you.

Admiral Donald, let me ask you a quick question before I get into
a series of these. Back in 2005, a senior DOE official testified be-
fore this subcommittee regarding two building at the DOE INL
campus, buildings 651 and 691. According to this official, “These fa-
cilities may offer an exceptional opportunity to consolidate mate-
rials and components in a location with robust security features in
place.”

INL STORAGE

These buildings aren’t too far from the Naval Reactors site.
Given the sensitive nature of the materials you work with, do you
have any need for additional secure material storage or consolida-
tion of INL?

Admiral DONALD. First, thanks for the opportunity to be here
today. And I do want, before I get a chance to move on with that,
to just thank the committee, subcommittee for the support that
they have given this program over the years and contributing to
the successes that we have enjoyed.

Mr. SimpPsON. Before you answer, let me tell you, as I have told
you personally, you almost forget that the Naval Reactors are out
there, because you never hear anything bad about them. They are
always doing their job. And the people of Idaho are very supportive
of the job you are doing.

Admiral DONALD. Yes, sir. Thank you very much. And it is a two-
way street. I think the relationship between the State and Naval
Reactors program is as good as it has ever been, and it helps us
do our job and certainly with the support of this committee.

With respect to your specific question, right now I would tell you,
sir, no, sir, I don’t have any need for an additional secure storage
for materials. What the major work that we are involved in out
there now, as you are well aware, is dry storage of our spent nu-
clear fuel in preparation for ultimate repository storage, wherever
that may be.
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That work is progressing well now. We went in full production
in 2006. We have just received our first shipment of fuel from the
INTEC facility here within the last 2 weeks, and that is being proc-
essed as we speak right now. So, from an infrastructure point of
view and an overall storage point of view, we are satisfied where
we are right now.

I will take your question back and will review that just to make
sure that we are fully satisfied for the long term.

But the bigger issue that faces us right now in Idaho that you
and have I discussed previously is we have some aging facilities out
there, and we believe we have an agreement with the State of
Idaho to put forth our continued presence out there to do the work
that the Navy needs and the Nation needs. And it is obvious that
we will need to do some recapitalization out there. So those project
plans are in the preliminary works right now, and we would cer-
tainly take under advisement any recommendations that you might
have in that regard.

Mr. SIMPSON. Mr. D’Agostino, let me ask you, let me go through
a little history that I am sure you are aware of.

Mr. D’AcosTiNO. Well, maybe not.

Mr. SiMPSON. Ambassador Brooks’s testimony on March 18 of
2005: “NNSA has begun to work with the Department of Office of
Nuclear Energy, Office of Science, the Office of Environmental
Management to evaluate the use of two facilities at the Idaho Na-
tional Laboratory for interim storage from throughout the NNSA
complex.” And it describes the facilities. It says, “But these facili-
ties may offer exceptional opportunity to consolidate materials or
components in a location with robust security features.”

Mr. D’AGOSTINO. Right.

Mr. SiMPSON. 2006—that was 2005-2006 language in the con-
ference report by this committee: “The conferees provided an addi-
tional $5 million for project engineering and design funding to
begin a new construction project to upgrade CPP 651 and CPP 691
at the Idaho National Laboratory for complex-wide material con-
solidation of special nuclear material. The conferees direct the De-
partment to include a PED line-item project to continue this activ-
ity in fiscal year 2007 budget request.”

Fiscal year 2007, although there was not a budget because, it
was done through the long-term CR, the House language says,
“The committee directs the start of construction projects at the
Idaho National Laboratory retrofitting building 651 and completing
building 691 to handle special nuclear material consolidation of
storage. The committee directs the $5 million”—that is the $5 mil-
lion from previous years—“provided to the Office of Security and
Performance Assurance for planning the material consolidation
construction activities in fiscal year 2006 conference report be re-
programmed to the NNSA Office of Safeguards and Securities for
its intended purpose.”

Fiscal year 2008, language in the conference report: “Funding for
safeguards and securities includes $71,751,000 for construction ac-
tivities, and an additional $14,846,000 is provided for the refur-
bishment of building 651 and completion of building 691 at the
Idaho National Laboratory to handle special nuclear material con-
solidation storage and other missions. The amendment bill trans-
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fers the $4.9 million,” which is from the year before, from the year
before, from the year before, “provided in fiscal year 2006 to the
other defense activities accounts to begin planning activities for the
Idaho project.”

I assume this is well under way.

Mr. D’AGOSTINO. Okay. You have a better history memory than
I have, sir.

Mr. SIMPSON. Well, it is written down.

Mr. D’AGOSTINO. But if I could, the answer to your question on
the assumption is, no, it is not under way. And I would like to ex-
plain, if I could.

Back in 2005, Ambassador Brooks’s testimony and maybe in a
discussion with you, sir, about all the options that we were looking
at on consolidating special nuclear materials.

Mr. SiMPSON. And let me point out here, this was not my idea.
This it was NNSA’s idea.

Mr. D’AGoOSTINO. Right. I understand, sir. Which was, we wanted
to make sure that all options were on the table in looking at what
is the most effective way, not only for the NNSA but for the De-
partment as a whole, which we are a part of, to consolidate special
nuclear materials.

It was thought at the time that ultimately, our destination for
plutonium was to Savannah River in order for it ultimately to be
turned into mixed oxide fuel and to be burned up in light water re-
actors to generate electricity. There were a lot of questions at the
time on whether that final destination was actually going to be an
avenue that was open for the Department to proceed.

And so we said at that point in time that was not clear, that that
was going to happen, but we wanted to get that material moving
and out because it has a lot to do with security. Because we knew
it was either that or we invest hundreds of millions of dollars in
Washington State to upgrade security to handle what we expected
was an ever-increasing design basis threat problem.

Since that time and in late 2006, early 2007, not but 14, 15
months ago, kind of in between all of the bills that were either con-
tinuing resolutions or the money was being passed on from year to
year, a couple of things happened.

One is we finished our analysis on how much material had to be
moved, what it would take to move it, and whether we introduce
more risk by packaging and unpackaging and moving it twice
versus moving it once. That analysis had been done.

Two is, in concert with that, we looked at the upgrades to the
two buildings, the 651—one of them was a completion of the build-
ing and I think one of them was an upgrading of the building of
those two facilities, what it would take to actually get those things
up to security standards. And the estimate at the time was over
$300 million to upgrade those facilities.

Since that time, the pathway to Savannah River opened up and
the need to have either an interim storage location for it or a con-
solidated place became less obvious. And the thought that instead
of spending $300 million to permanently upgrade the security, fin-
ish the buildings and upgrade the security—is that it is signifi-
cantly cheaper to move the material once from Washington to
South Carolina.
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So there are a couple of parallel activities in that process. Ulti-
mately, our desire, if we would move material, is we would move
it in a way that mission work goes with it versus just a storage
location. I think from a standpoint of the folks in Idaho, if we are
going to move material, we want to do it because there is a reason
why, that there is real work going on, versus just security.

But in this case, the cost and the safety elements of the problem
drove us to say, it doesn’t make sense to invest $300 million to
serve as what I would call a way station, if you will, between
Washington State and South Carolina.

Mr. SIMPSON. So what have you done with this committee and
the money that has been appropriated for it?

Mr. D’AGosTINO. Right now the money, it is $14.7 million.

Mr. SIMPSON. Plus the $5 million that keeps getting reappro-
priated from previous years.

Mr. D’AGOSTINO. My team has analyzed and thinks there are two
things to do with it. One is, as a result of the Consolidated Appro-
priations Act of 2008, the resources required for us to do long-term
stewardship, environmental stewardship, which is work at Law-
rence Livermore, in Sandia, and Kansas City, had been cut in half.
Some of that money we would like to put toward those activities,
because ultimately we are subject to State fines by not meeting our
environmental commitments if we don’t put the resources there.

MATERIAL CONSOLIDATION

But two is, Idaho does have a role with material consolidation
that we are doing at Sandia. There is some sodium debris bed-bear-
ing material that we would move up to Idaho to join with the rest
of the material that is in Idaho and invest in reprocessing capa-
bility to clean up this highly enriched uranium sodium debris-bear-
ing material.

So I have, within the Department of Energy—I don’t believe it
has come up to Congress yet—we will probably have a request that
comes up to ask the committees to consider this type of a change,
in essence, a reprogramming to have it focused not on upgrading
buildings that we don’t think we need, that don’t have direct mis-
sion attached to it, but on work that is associated with special nu-
clear material consolidation, similar kind of a need, mission need
and upgrading and doing long-term stewardship.

Mr. SIMPSON. Are there other NNSA activities at Idaho that that
money could be spent on?

Mr. D’AGosTINO. I haven’t looked into the details on that, but we
can look and check before we send up the reprogramming.

Mr. S1MPSON. Like the D&D facility, which is supposed to be $4.5
million, or the disposition of the highly enriched uranium at $1.6
million? There are other activities out there.

Mr. D’AGOSTINO. Oh, absolutely. There is no question about it.
It could be done.

Mr. SiMPSON. But you feel the ones at Los Alamos are more im-
portant?

Mr. D’AGosTINO. Well, I don’t think it is Los Alamos. It is Law-
rence Livermore. We received 50 percent of the money we need to
fulfill our commitments to our States on environmental steward-
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ship. And if we don’t put money there, well, we will lose money by
paying fines.

Mr. SiMPSON. What are the fines?

Mr. D’AGOSTINO. Excuse me, sir?

Mr. SIMPSON. What are the fines?

Mr. D’AGosTINO. It depends on the site. But it is on the order
of $7 million to $12 million per year. It is in the million-dollar
range, multimillion-dollar range. I would like to provide those num-
bers to you.

Mr. SiMmPSON. Certainly, if you are going to ask for reprogram-
ming of it, I would like to see what the details of it are.

Mr. D’AGOSTINO. Certainly. I would be glad to, sir.

Mr. VISCLOSKY. And if you could include in that information the
fines, too, that would be terrific.

Mr. D’AcosTINO. We will do that.

Mr. ViscLoSKY. Mr. Hobson.

MR. HOBSON’S OPENING STATEMENT

Mr. HoBSON. Thank you, Mr. Chairman.

I am sorry I was late. I was introducing a real hero at the Vet-
erans Committee, a young man who was hurt in Iraq. There is a
problem with the Defense Department and the coordination on eye
injuries that are resulted from IED types of injuries. I apologize to
everybody for being late.

Two things I would like to do. Are there any other Naval Acad-
emy graduates in here that want to stand up and be recognized for
beating Notre Dame while we do that? Anybody? Any Notre Dame
guys? Academy guys?

All right. I figured there was a guy over there too. Okay. I just
thought you wanted to take credit.

Mr. ViscLOSKY. I congratulate all of the academies.

Mr. HoBsON. Ohio State won last night, if any of you missed
that. Wrong tournament, but we won.

I would like to introduce three very important people in my life
who are here today. Katie Nunner, Alex Nunner and Samuel
Nunner, who are sitting in the back, are three of my seven grand-
children.

You guys stand up.

[Applause.]

They are a piece of work. And they are with grandpa or “Poppy”
today, as I am called. We brought them to the hearing so they
could experience what this is all about. I am not sure whether that
is a good thing or not.

Thank you guys for being here. I have four questions I would like
to get through, if we can. They relate to one of my favorite projects.

As you know, Congress explicitly moved the MOX project out of
NNSA to the Office of Nuclear Energy, and the funding along with
it. Your general counsel has made an interpretation that the NNSA
Act precludes the transfer of project managers out of NNSA. So
this project continues to be managed within the NNSA despite ex-
plicit direction from Congress to the contrary in a bill signed by the
President of the United States.

This is one of those Alice in Wonderland moments I sometimes
get in this job. Here we have you, the administration, telling us,
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the Congress, that we can’t do something because you have decided
that we have told ourselves we can’t do it even when it tells us we
can. As Alice said, “I can’t put it any more clearly, sir, because it
isn’t clear to me.”

So let’s go through a scenario. Is the Department’s position that
the NNSA Act prevents you from making this transfer? Do you be-
lieve the language in the act constrains what Congress in a bill
signed by the President can transfer from NNSA or only constrains
what the Secretary and the administration can move?

Mr. D’AGOSTINO. Mr. Hobson, as you probably know, I am not a
lawyer, but I have been advised by my general counsel that the act
prevents me from making this transfer.

I have stated that I am interested in working with the committee
to figure out how we get to an appropriate accommodation.

MOX PROGRAM

Mr. HOBSON. Well, let me tell you, normally, in law, the last law
is the law that prevails when you pass legislation. And so, is it the
Department’s position that the NNSA Act prevents you from mak-
ing this transfer? I am sorry—is it correct that you do not dispute
the ability of the Congress to move the funding from MOX out of
NNSA? That the only real issue is the management of the MOX
program?

Mr. D’AGOSTINO. I think the funding of the MOX program clearly
has been moved out. We have requested it in the nuclear energy
account. My general counsel tells me I can’t move the management
out. We want to make sure that whether it is through an economy
act arrangement that we meet the intent of Congress and the com-
mittee to move that forward.

Mr. HOBSON. When we read the section 3212 of the NNSA Act,
we do not find any mention of the constraint of the transfer of,
quote, “management,” unquote, of the program. The act language
only references the transfer of functions vested by law in any orga-
nizational unit or component.

Again, is it your position that the NNSA Act does limit your abil-
ity to move the management of MOX from the NNSA to NE?

Mr. D’AGOSTINO. My position is informed by the Department’s
general counsel, which tells me I can’t do that.

Mr. HOBSON. I guess the problem is, do you arrive at the conclu-
sion from reading between the lines of the statutory text, or do you
have supporting information from the authorizing committees that
reveals the congressional intent behind this provision?

Mr. D’AGosTINO. I haven’t reached that conclusion. I am reach-
ing it based on the advice I got yesterday from the Department’s
general counsel.

Mr. HOBSON. But you don’t know how he is arriving at that?

Mr. D’AGoSTINO. I haven’t seen the document that describes to
me personally how he has arrived at that. This is something that
came in last night.

Mr. HoBsoN. You don’t have any knowledge of any guidance
from the Armed Services Committee provided to the NNSA regard-
ing the transfer of MOX?

Mr. D’AGosTINO. I don’t have any specific guidance saying not to
transfer the MOX, no, sir. I recognize there is a legal view that I
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received from the Department’s general counsel that says that the
Department’s organization act and the NNSA Act prevent the Sec-
retary and I from transferring this project.

Mr. HOBSON. That is what I want to get to. It seems like neither
the NNSA Act nor the 2008 omnibus specifically addresses the
management of the MOX program in statutory language. So you
have an apparent conflict between these two provisions. In general,
as I said before, conflicts between statutory provisions are resolved
in favor of the later-passed law.

In the case of MOX, the 2008 omnibus is later passed in the
NNSA Act. Why have you not followed the general principle of stat-
utory interpretation when resolving this apparent conflict? Because
your general counsel doesn’t know what he is doing, or he has
taken a position that the administration wants?

Mr. D’AGOSTINO. No, the administration does not want one posi-
tion or the other. I think what the administration is trying to do
is make sure that we address this. First of all, we need to deter-
mine if I am statutorily allowed to make these types of changes
and then, address the intent of Congress.

We leaned forward on this, Mr. Hobson, by making sure that we
asked for, in fiscal year 2009, resources in the NE budget, because
this is the part that was clear that we could do that, because we
want to satisfy the intent of Congress.

The question of the actual day-to-day management of the project
is something that is important for me. The question earlier that we
had talked about, talking about sound project management, recog-
nizes that the more things that are kept in limbo, the more difficult
it is for the project.

Mr. HOBSON. Let me go to two other things, and they relate to
this.

Is it your position that the funding and overall responsibility for
the MOX project has been transferred to the Office of Nuclear En-
ergy and the only remaining question deals with the transfer of ex-
isting management staff that presently work on the project?

And, secondly, does that mean that the Assistant Secretary
Spurgeon is now the head DOE official responsible for the MOX
project, as we intended?

Mr. D’AGOSTINO. Right now, because the resources are in the NE
account that are requested currently in 2008 and requested in 2009
in the NE account, that Mr. Spurgeon is part of that management
line responsibility. Right now, the day-to-day management, he gets
supported by project managers that are currently in the non-
proliferation program. But, ultimately, that chain of responsibility
will start with the Federal project director, go to Mr. Spurgeon and
go up to the acquisition executive, which is the Deputy Secretary
of Energy.

Mr. HOBSON. And who is that now?

Mr. D’AGOSTINO. The Acting Deputy Secretary is Mr. Jeff
Kupfer.

Mr. HoBSoON. Okay. You never know, changing chairs.

I understand that you, as the NNSA Administrator, wrote a let-
ter last week to the Chairman of the Defense Nuclear Facilities
Safety Board asking the DNFSB to conduct a review of the red oil
problem with the MOX plant and determine whether the appro-
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priate safety features and controls have been incorporated to pre-
vent or mitigate red oil explosions.

Frankly, it is good that somebody at DOE has finally awakened
to this problem that we have raised and was raised. But I find it
curious that you signed this request to the DNFSB. In fact, your
letter states that the NNSA is constructing the mixed oxide fuel
fabrication facility at the Savannah River site.

So the question again arises, who is responsible for the MOX
plan, you or Assistant Secretary Spurgeon?

Mr. D’AGOSTINO. I am supporting Mr. Spurgeon right now, be-
cause, in essence, we have the corporate history on the MOX plant.
The MOX team has been aware of concerns with red oil. That is
why we have the design, particularly, that has been actually oper-
ating for over 20 years with no incidents or problems with red oil.

That is why we asked the Defense Board many years ago to put
out their technical bulletin on what types of controls that we need
to put in place. And, in fact, the Defense Board said, “As part of
your design, you need to have certain technical controls in place.”

Now that the design is essentially completed, it is entirely appro-
priate at this point to ask the Defense Board, “Hey, how did we do?
Did we meet the intent of these control features? Are they ade-
quately in this design?” We feel they are. The Nuclear Regulatory
Commission feels they are. But this independent—what I would
call completely independent check by the Defense Board, who are
very technically competent—will give me and Mr. Spurgeon the
comfort in knowing that this will not be an issue for this MOX
plant.

Mr. HOBSON. One thing that troubled me, you said the Nuclear
Regulatory Commission says you are in compliance?

Mr. D’AGOSTINO. The Nuclear Regulatory Commission is the reg-
ulator in charge of this particular facility from a regulation stand-
point.

Mr. HoBSON. I understand. They said you are in compliance on
the red oil?

Mr. D’AGoSTINO. They have looked at red oil—I am not sure if
it is for this particular—I am not sure when that review actually
happened. But I talked to the Chairman, Dr. Klein, a few weeks
ago, and he told me personally that this is not an issue for the
MOX plan at all. So he is very comfortable.

Mr. HOBSON. I am going to have a meeting with him, too, so I
am going to talk to him about it.

Mr. D’AGOSTINO. Good. Yes, sir.

Mr. ViscLosky. He told you that, but you don’t have anything in
writing from the NRC on that?

Mr. D’AGOSTINO. Not that I am aware of. I am sure that the
MOX folks that do the MOX on a day-to-day basis probably have
written NRC input on this. But Dr. Klein has told me his team has
looked at this and is very comfortable with the project.

Mr. HOBSON. I think the review is still ongoing. I don’t think it
is final.

The other thing I want to get—if we have to subpoena it, maybe
we have to—is the general counsel’s opinion that tells you that you
can’t do what we think you should do and what we think the law
says you should do.



37

Mr. D’AGOSTINO. Yes, sir.

Mr. HoBsON. We are going to challenge that, because I don’t
think that is correct. I mean, you can find a lawyer who is nor-
mally saying “no” to something you don’t want. Getting somebody
to say “yes” is a lot harder. Some guys are more in tune. I want
to see it, because I don’t believe it.

Mr. D’AcosTiNO. Okay.

Mr. HoBsON. If we have to penetrate the counsel’s office or some-
place else, to get somebody to rule on this we are going to do it.

The intent of Congress is here. We have had a problem with this
agency and other agencies of this particular administration saying,
“Well, we don’t care what they say in the Congress. We are going
to do what we want to do.” Both this committee and the other com-
mittee I sat on, have asked every official to come forward. We have
been a lot of places in this committee where they just thumb their
noses at us because we don’t count. Well, we are going to count.
This Chairman is going to make sure we count. This committee is
going to stand accounted.

The Chairman and I are in sync on this. We are not going to
allow an administration to flout a law that they signed. Plus there
is no signing letter I know. I hate those signing letters anyway. I
think they are inappropriate and probably unconstitutional, if
somebody challenges them at some point. I don’t believe there is
any signing letter on this. Hence, there is no reason, in my opinion,
from a legal standpoint, that you can’t do this. That is my position.
I don’t know what other people’s positions are, but that is mine.

Thank you.

Mr. D’AGoSsTINO. Right.

Mr. HOBSON. You are chirping what some lawyer is telling you.
I happen to be a lawyer.

Mr. D’AcosTiNO. Well, Mr. Hobson, I want to assure you and
Chairman Visclosky that we do not thumb our noses at the com-
mittee. We take this responsibility very seriously. I want to make
sure the management is right. I want to make sure the project de-
livers on its performance baseline. To me, that is the most impor-
tant thing, because we made a commitment on a cost schedule and
scope. We, the Department have to deliver on that.

Mr. HOBSON. You guys, I have to tell you, are a better crew than
some of the others that have been here. You have done a better job.
And, Admiral, you have done a better job. We appreciate it. But we
are frustrated, and we are going to keep kicking at the can.

Mr. D’AGOSTINO. I understand. And we will follow up with your
request.

Mr. HOBSON. Sorry. I have to go to the Defense hearing on the
supplemental now. Thank you.

[Mr. Hobson’s written opening statement follows:]
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OPENING STATEMENT
The Honorable David L. Hobson
Ranking Member, Energy and Water Development Subcommittee

House Committee on Appropriations

Hearing on Weapons Activities

April 2, 2008

Good morning, gentleman, and welcome back to the
subcommittee. A year ago we had what I think was a valuable
full-day hearing on weapons. For half a day we wrestled with the
weighty conceptual issues before we heard your budget request.

Top on everyone’s mind were RRW and complex transformation.

I guess it really shouldn’t surprise me that these issues
haven’t been resolved, since they are difficult questions that are
critical to the security of the United States. But I am surprised at

how uncomfortable I am with the Administration’s handling of
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them. You probably know by now that a couple of months ago my
chairman and I questioned the Deputy Secretary of Defense about
DoD’s relationship with DOE. He was unaware that DOE actually
paid for nuclear weapons production. I think it is fair to say that
we were both shocked. This confirmed our suspicion that DoD has
no reason to exercise restraint in its nuclear weapons requests to
DOE when another agency has to bear the cost of those requests.
For years, we have also been pushing the Administration to
develop a rational approach to transformation of the DOE nuclear
weapons complex. There, too, I have concerns about how the

Administration is proceeding.

[ say this because you have no more important responsibility
than ensuring the stability of our nuclear forces and the
effectiveness and security of our weapons complex. [ understand
the need for thinking along the lines of RRW — we’re either going
to support something like this, or we’re going to have a larger,

aging stockpile, probably leading us back to nuclear testing. And
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complex transformation still needs to move forward, even if RRW
stalls. But it needs to move forward toward a complex that is safer
and more efficient...not a complex that simply preserves jobs in

key States.

There is one other point I want to make, dealing specifically
with the NNSA weapons labs. I truly value the national labs, but I
have no patience with any laboratory that acts like it has a right to
certain work. Unfortunately, many in the weapons labs, and their
supporters in Congress, believe that they have some fundamental
right to maintain their funding and staffing levels. Ifthe funding
for weapons activities goes down in the future, then they believe
Congress somehow owes it to the weapons labs to make up the
shortfall with work from other DOE programs, such as the Office
of Science or the Office of Energy Efficiency and Renewable

Energy. Well, this may shock some, but they don’t have that right.
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We have three DOE labs represented on this subcommittee,
and all of those labs are facing some personnel reductions because
of changing workloads and funding. The weapons labs are subject
to these same variables, and they should do what every other DOE
lab has to do — compete for new work based on the price and
performance they can offer. 1 have to say that I don’t think they
compete very well today. To start, the weapons labs have some of
the highest overhead rates within the entire DOE complex. Their
cost and schedule performance is nothing to write home about.
Last but not least, the NNSA Act makes these labs explicitly not
subject to the authority, direction and control of anyone in DOE
other than the Secretary or NNSA employees. In other words, the
labs want a piece of the action from the Office of Science, but by

law they cannot report to the Office of Science.

If I were running the Office of Science or one of the other
non-NNSA program offices, I have to say that the NNSA weapons

labs would not be my first choice. They would be my last choice.
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They need to learn how to compete for work on the merits rather

on political pull.

So I think we’re all looking forward today to hearing your
plans for dealing with these challenges. Gentlemen, I look forward

to hearing your testimonies.
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Mr. ViscLoskY. Mr. Ryan.

Mr. RYAN. I am going to pass for now, Mr. Chairman.
Mr. ViscLosKy. Okay. Mr. Calvert.

Mr. CALVERT. Thank you, Mr. Chairman.

LAWRENCE LIVERMORE

Mr. D’Agostino, I understand the budgetary pressures that are
forcing significant workforce reduction over at Lawrence Liver-
more. The lab, as you know, played a critical role in creating and
maintaining the modern U.S. nuclear deterrent, and certainly it
maintains a significant peer-review status for unique research and
development.

I wanted to ask a question: What these workforce reductions are
going to do to peer review and nuclear research; what the impacts
of the reductions at Lawrence Livermore—are they going to be able
to sustain weapons expertise there? And what are we doing to sta-
bilize the position at Lawrence Livermore to maintain some capa-
bility? And lastly, are there any other additional workforce reduc-
tions planned at Lawrence Livermore?

Mr. D’AcosTiNO. Mr. Calvert, thank you for your question. I
would like to answer that and also provide the Deputy Adminis-
trator, who has direct responsibility, to add to that, if I could.

Mr. CALVERT. Sure.

Mr. D’AGOSTINO. Peer review is incredibly important for the pro-
gram. We have undertaken a look at how to shape the workforce
at each of our three laboratories to be forward-looking, future-fo-
cused, versus kind of rearward-focused, not just nuclear weapons
but focus on the nuclear counterterrorism support to the Intel-
ligence Community and nonproliferation.

It is the view of the lab director, Dr. Miller, that looking at re-
shaping his force right now makes the most sense. We have offered
a voluntary, self-select early option for a number of folks to volun-
tarily leave with incentives so that we can start reshaping this
Wor}lfforce. As I understand it, we have about 215 people signed up
to that.

AGING WORKFORCE

Mr. CALVERT. On that issue, I have been told anecdotally of the
aging workforce and the significant difficulty in attracting new peo-
ple to replace these highly trained individuals, and especially how
we move that expertise onto this new generation of designers and
researchers. Is that a problem?

Mr. D’AGOSTINO. It is something that we are looking at closely.
We are working with the Defense Department on a study to look
at the work that Hank Chiles—Admiral Hank Chiles is heading up
that study to look at not just the NNSA workforce but the DOD
workforce, delivery platforms and other things, how all these pieces
tie together. And it is called a critical skills study.

And what is clear is that, not surprisingly, that the way you keep
people interested in the work that they are doing is to give them
real work to do. And so what we are focusing on is making sure
that they are focused on providing deliverables to the Defense De-
partment.
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And what we have found out is is that we have some real critical
shortages in the NNSA. I will give you one example, probably is
the best, is this area of nuclear forensics which is a capability that
started off in the weapons program but has tremendous nuclear
counterterrorism benefits. So, because we have stopped under-
ground testing over 13 years ago, what we find—you know, that
used to be the forcing functions to exercising radioanalytic chem-
istry skills. So, naturally, that workforce that was doing that capa-
bility is getting older, and it is hard to replenish that.

We have found that, to do nuclear forensics—in other words, to
find out how nuclear material is moving around the world, to be
able to track material and to be able to do predetonation analysis—
we have to have that skill exercise. So George Miller and Mike
Anastasio at Los Alamos are looking at how do we reinvigorate
that particular skill set. So we don’t need it for underground test-
ing; that is fine. But we do need it for the future. We think this
country will need it for many decades in the future.

Maybe if you want to talk a little bit about—because I know you
have been talking with the lab director himself most recently.

GENERAL ROBERT SMOLEN’S OPENING STATEMENT

General SMOLEN. Mr. Chairman, gentlemen, first I would like to
thank you. It is great to be here today. This is my first opportunity
to testify before the committee. I did Air Force nuclear programs
in another part of my life, and it is an honor to be with my col-
leagues here working these important issues.

I did, as a matter of fact, speak with George Miller on workforce
issues as recently as last night. Let me assure you, sir, that one
of the things that we are doing is taking a very hard look at where
the expertise is and where we might be able to transition that.

Within the complex itself, certainly within the defense programs
piece, I can speak to, but there are other areas of the complex as
well where if there are reductions in personnel some of these indi-
viduals that have critical skills or very important skills could be
utilized in other areas. George and I had that discussion about
should we make those reductions, how could we mitigate that in
some way by looking at other opportunities within the complex
where people might have opportunities to serve.

It is a very difficult time with regard to the contract and the
funding that we have associated with it, and so we do anticipate
that there probably will be additional reductions across the com-
plex.

The 20 to 30 percent that we estimated over time with complex
transformation is a part of this as well. So we are just doing every-
thing we can to make it that.

Mr. CALVERT. Would it be accurate to say that you would be in-
creasing the workforce at Los Alamos or would that be a

General SMOLEN. No, sir, I don’t think I could determine that at
this point because there are some decisions that still need to be
made. So I couldn’t really say.




45

LAWRENCE LIVERMORE LAB COSTS

Mr. CALVERT. While we are on Lawrence Livermore, the National
Ignition Facility, did you know it has had significant budgetary
problems? It should be online, I understand, later this year, or next
year, I guess.

General SMOLEN. Yes, sir.

Mr. CALVERT. When you say online, is that going to be all lasers
functioning? So will all the lasers have been installed?

General SMOLEN. I believe they will all be functioning by 2010
is the estimate.

Mr. D’AGOSTINO. Yes, it will be 2009.

General SMOLEN. 2009, 2010.

Mr. D’AGgosTiNO. For full power, our commitment, and this is
project management principles, that full power, to that first igni-
tion experiment, our commitment is to get that done by 2010.

But, before you actually get to full power you want to dem-
onstrate that all your lines, laser lines are working and syn-
chronized and lined up appropriately. That will clearly be done, in
fact, probably, certainly in 2009 and I think later on this year. But
right now we have had, 144 beams actually up and operating right
now, which is very close to the 192 total. So we are well under way
on that.

One thing I might add, sir, on your question, George Miller has
recognized that the laboratory, Lawrence Livermore Laboratory,
needs to get its costs down in order to be able to provide services
to the intelligence community because, appropriately, the other
agencies that looked at the Department of Energy laboratories con-
sider cost in their decision, which is a good thing, and we know
that some of our customers are thinking that as costs go up they
go off and look elsewhere to see how they are going to address their
need.

So I know this may not provide comfort, but paradoxically, as
George looks to shape his workforce and reduce his overhead costs,
it will actually, he believes, and I believe, and Bob believes, drive
more business appropriately from the other national security agen-
cies to go get answers to their technical questions. Right now we
do a lot of that, almost $700 million worth of intelligence commu-
nity support across the Department of Energy.

Mr. CALVERT. There is only one other place that could shift to;
isn’t that correct? I mean, if it is not at Lawrence Livermore it is
going to shift over to Los Alamos.

Mr. D’AGOSTINO. Lawrence Livermore, but PNNL, for example.
For strictly weapons information that is absolutely correct, sir. But
a lot of capabilities, radiation detection work happens at PNNL up
in Washington State. Argonne, Oak Ridge National Laboratories
are big players as well in working together.

This is the thing we talked about earlier. For example, Sandia
and Oak Ridge are working together on a computing effort because
we wanted to make sure that we get the Office of Science work as
well.
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REACTORS

Mr. CALVERT. One quick question, Mr. Chairman, for the Admi-
ral, the reactors that we are presently using on primarily sub-
marines and aircraft carriers, do you see in the future that we may
be moving toward putting reactors in other types of ships such as
cruisers or other ships because of the fuel problems we are having?

Admiral DONALD. Yes, sir, there has been ongoing discussion in-
side the Navy. Obviously there was some legislation last year that
was passed that placed some guidance in for future propulsion for
larger surface ships, cruisers and above. Where the Navy is in that
right now is going through an analysis of alternatives, typical ac-
quisition, it is an acquisition requirement.

Part of that analysis of alternatives has been completed that
looks at the ship type and the propulsion type, and there have been
a wide range of propulsion types that have been looked at for the
cruiser, the next generation of cruiser, including nuclear, non-
nuclear and various configurations of each.

What has to be done before any decision would be made to go
further with nuclear is that the Navy has to firmly define the
warfighting requirements for the ship and the capabilities to de-
liver those requirements. Then you get into the engineering, and it
is really associated with the radar and the combat systems, the
missile systems and things of that sort that would need to be part
of the capabilities of the ship.

Once you know that piece, then you can enter back into the pro-
pulsion and ship design and make an informed decision as to what
do you really need. Do you need nuclear? Could it be satisfied with
a conventional plant? That decision has not been made yet. We are
not far enough along in the analysis of alternatives to do that.

Having said that, I would tell you we have done nuclear power
cruisers before. We have had them in the Navy. They have all been
inactivated. We are confident in our ability. If we are chosen, if our
alternatives were chosen, we are confident in our ability to build
it and to supply it for the Navy if it meets the needs of the Navy
and the needs of the Nation. So we have done a good deal of work
in that right now, and we are ready for the Navy’s decision what-
ever that turns out to be, sir.

Mr. CALVERT. Thank you, sir.

Mr. ViscLOSKY. Mr. Berry.

Mr. BERRY. I will pass at this time, Mr. Chairman. Thank you,
sir.

Mr. ViscLosSKY. Mr. Wamp, did you want another one?

Mr. Wamp. Yes, thank you.

FACILITY PROBLEMS

Mr. Secretary, you touched on 9212 just barely when talking
about Oak Ridge and with the Defense Safety Board’s recom-
mendations. Just explain whatever your quandary must be on the
administration not moving forward with the improvements, 9212,
that are recommended?

Mr. D’AGoSTINO. Yes, sir. Thank you for the opportunity. The
Defense Board has raised in a number of letters to me personally
the concerns that they have with the facility. There are concerns
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with their age, of course, the fact that there are potentially some
upgrades we could do to beef up the seismic standards on the facil-
ity itself.

What the Defense organization program has done, is they have
gone through that facility completely from stem to stern and put
together a list of upgrades that if we were going to be in that facil-
ity forever, if you will, starting off with that as a foundation, what
types of upgrades would have to happen? We have rank ordered
them from highest risk to lowest risk and have the dollar elements
associated with that. That is on one side of the equation.

The other side of the equation is, you know, the costs associated
with the amount of risk and instead of investing those dollars and
maintaining the past, this 150 acres of highly enriched uranium
space that we want to collapse down to 15 acres or is it better to
look towards the future, put those resources towards a UPF, ura-
nium processing facility, for example.

There is a judgmental decision point that has to get made on
while I am going to do these changes and upgrades, I am going to
accept risk here and I lack those resources to go plan for the fu-
ture. That balance, from a big picture standpoint that balance has
been made.

The Board has appropriately the singular focus on nuclear safety,
and they are very valuable to Bob and I on providing independent
technical safety input. I use them as a tool. In effect, they help me
because they are not coming directly from my organization, but
they provide independent input.

We will have some disagreements most likely on whether we
drew the line in the right spot, whether we should have gone up
or down, whether we are accepting too much risk or not enough.

I am confident, but I get less confident as time goes on. I am con-
fident that we drew that line in the right spot last year, but I am
less confident as time goes on. These facilities are old. One way or
the other, I don’t think it is worth maintaining. I mean, I would
rather move quickly to the future, which is a smaller complex of
uranium activities and ultimately is going to be a much cheaper
one.

Mr. WAaMP. In a follow-up to that—and I have had conversations
with Chairman Visclosky and when Mr. Hobson was chairman he
was able to come down. I have invited Chairman Visclosky at some
point just to see the footprint, because it is a World War II

Mr. ViscLoOsKY. I don’t mean to correct my colleague inviting me
to come, he told me I had to come.

Mr. WamP. No, sir. No, sir.

Mr. D’AGosTINO. I don’t know if I am allowed to second that.

Mr. Wamp. If T told you, I said, please, and then said we invite
you, sir.

But it is a World War II era site, and it is real obvious. When
then Chairman Hobson came, the whole shrinkage issue became
very real to him, that you have to do this because of just the in-
credible antiquation.

So that kind of leads me to one final question, and that is all
these acronyms, IFDP stands for Integrated Facilities Disposition
Plan, which is an Oak Ridge plan both at the Oak Ridge National
Laboratory and at the Y-12 National Security Complex; two, effec-
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tively shrink with your plan for missions and modernization taking
the old facilities down. Because, I mean, you can build the new fa-
cilities, but if the old facilities are still your responsibilities and
there, the maintenance costs are through the roof of maintaining
old business whether they are being used or not, and there are just
tons of them.

IFDP

So comment, if you will, on our plan for IFDP. That has to be
squeezed in the middle of these missions as well and the missions,
meaning new facilities for the missions and following the intel
needs, you know, little things like design basis threat thrown on
top of that and then all the complications of the new world that we
live in. But IFDP is important for us, but it is not easy to fund.

Mr. D’AGoSTINO. That is right. I will comment on that and then
I will ask Bob if he has anything to add.

One thing I would say is you hit the nail on the head on the last
point. It is absolutely the right thing to do. It is a matter of looking
at the resource requirements to take down these very large facili-
ties, not just at Y-12 but obviously at Oak Ridge and the whole
reservation. We want to do it, it is a matter of how do we do it in
a flat budget and how do we reprioritize?

What I can tell you is this for the NNSA, outside of the Defense
Programs budget, to make sure that people understood I was seri-
ous about reducing the size of the nuclear weapons complex and
shifting it into a national security enterprise that is appropriately
sized for the future, I carved out in the 2009 budget request about
$75 million to do a transformation disposition program. It is actu-
ally take down the buildings now type of an activity. You may have
heard me talk about 600 buildings the DP organization has identi-
fied that need to be taken down across the complex. I have carved
out $75 million as part of our request to start working down that
600 building list and getting ourselves out of that.

Some of the expense on the IFDP has to do with process contami-
nated—some of the facilities are very expensive to take down be-
cause they have contaminated processes in them. Those, we have
an agreement with the Environmental Management organization to
figure out—and Jim Rispoli’s organization to figure out how we do
that balance between the two. Where do we draw the line between
the two organizations? Because this is not about throwing the li-
ability over the fence so I don’t have to worry about it anymore.
As long as the buildings are up, there are costs associated with
that.

Mr. WaMP. General, do you want to add?

General SMOLEN. Sir, I would just add it is really correct. It is
a resource issue associated with that along with some of the build-
ings and a variety of buildings that we have that are vacant that
we could tear down, others that have environmental issues and will
require a little more time. It is a little more complex to get those
buildings down and that debris away.

Mr. ViscLosKY. Thank you.



49

RRW

I am going to recognize Mr. Ryan in one moment. I do have a
question I want to get to first and that is on advanced certification.
As I think everyone understands, the committee and ultimately the
Congress and the President who signed the bill into law zeroed out
money for RRW.

In your statement today, Mr. D’Agostino, on page 7 you indicated
under Defense Programs that the request also continues efforts
called out in the explanatory statement referenced in section 4 of
the omnibus bill to address issues raised in the recent JASON
summer study of the feasibility of certifying RRW designs without
nuclear testing.

Is NNSA spending money on studying the certification of the
RRW design?

Mr. D’AGOSTINO. One thing I want to make clear, and I appre-
ciate the opportunity to clarify, we have stopped all activities on
the reliability replacement warhead. We put out a direction in very
early January of this year, consistent with the omnibus appropria-
tions to stop all activities after RRW.

In our request for fiscal year 2009, we appreciate the identifica-
tion of the advanced certification line to address the certification
questions, particularly those raised in the act which described ad-
dressing the questions that the JASON raised in their report on
RRW.

What we are asking for in fiscal year 2009 is $10 million—first
of all, is money to continue on the advanced certification effort that
was started in 2008 because we want to continue that activity.

Mr. ViscLOSKY. In general, advanced certification or advanced
certification on RRW?

Mr. D’AGOSTINO. To answer, the general advanced certification
question.

Mr. ViscLoskY. Not on RRW?

Mr. D’AGOSTINO. Yes—well, the RRW line, if you will, that we
are asking for.

Mr. VisCcLOSKY. Is 20097

Mr. D’AGOSTINO. In 2009, because what we don’t want to do is
play games. We want to be very clear that we think the commit-
tee’s questions with respect to certification are the right questions
to get answered, and we think to fully answer those questions
there is some maturation of the RRW design that we would like to
do in fiscal year 2009 to answer those questions raised in the JA-
SON’s report.

What that does is it allows us to fully answer the certification
questions. It does not allow us to finish a phase 2 study on RRW.

Mr. VIsCLOSKY. You are not spending any money in 2008?

Mr. D’AGOSTINO. On RRW?

Mr. ViscLOSKY. On RRW certification?

Mr. D’AGoSsTINO. Right.

Mr. ViscLOSKY. Your request is for 2009.

Mr. D’AGosTINO. Yes, we will talk to you about that, that is
right. But in 2008 we are strictly staying away from the—the focus
is to stay away from the RRW piece on the JASON’s report on cer-
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tification. They brought up some very good points in their report
which I think the committee has asked us to answer.

It is a question of the need to do additional experiments to kind
of understand failure modes, the need to figure out whether—what
I would call generic surety features that could be added to an exist-
ing stockpile, how that might impact certification. Because I believe
the committee’s desire was to try to understand how do we stay
away from, if you will—I may be putting words in the committee’s
mouth that I don’t mean to—how do we stay away from building
a new warhead but get some of the benefits, the enhanced safety
and security benefits that we talk about on the RRW side. So that
is the second element that the JASON’s identified.

The third piece is how do these materials interact with each
other, kind of over time.

The fourth is the peer review process improvements.

Mr. ViscLOSKY. I appreciate your answer, because, obviously, it
is fair to ask for money for 2008, but just feel compelled to—I am
sorry, for 2009. I feel compelled, and you tell me you are not spend-
ing any money on advanced certification in 2008 on RRW because
the language is a new campaign, $15 million, is the new campaign
focus very narrowly on addressing the long-term scientific issues.
And you have discussed some of those related issues to continued
certification of the nuclear stockpile.

Mr. D’AGoSTINO. Right.

Mr. ViscLOSKY. Without underground testing and the scientific
uncertainties identified by the JASON review. It was no RRW.

Mr. D’AGoSTINO. Right.

Mr. ViscLOSKY. I just wanted to make sure there wasn’t any mis-
understanding of that language. I appreciate your answering.
Thank you, sir.

Mr. D’AgosTtiNO. Right, if I could just add, what we wanted to
do—we looked very closely at the language in the omnibus. I think
it said existing stockpile. I don’t know if it said future systems or
not. I thought it might have said that. But what Mr. Ostendorff
and I and Bob Smolen—when we looked at that we said we need
to be very clear on our 2009 request and we need to be very clear
on what we are doing in 2008.

In fact, that is why I signed a letter in January, which I would
be very happy to provide, making it clear that I don’t want any ex-
penditures on RRW in 2008.

[The information follows:]
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RELIABLE REPLACEMENT WARHEAD

The memorandum closing out Reliable Replacement Warhead activities at the
National Nuclear Security Administration, dated January 4, 2008, is attached. The memo
was supplied to the Committee on April 8, 2008.
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Department of Energy
< Jationa! Nuclear Securlty Ad ation
RSy e Washington, DC 20585
January 4, 2008
MEMORANDUM FOR DISTRIBUTION m/
FROM: ROBERT L. SMOLEN M 6’7
DEPUTY ADMINISTRATOR

FOR DEFENSE PROGRAMS

SUBJECT: Closeout of Reliable Replacement Warhead (RRW) Activities

The Omnibus Appropriations Act for Fiscal Year 2008 did not fund the National Nuclear
Security Administration (NNSA) RRW program. NNSA will not spend any additional
funds in continuation of the Phase 2A study in Fiscal Year 2008. Consistent with the
December 20, 2007, letter from Contracting Officer Representative David H. Crandall,
you are directed to cease all Reliable Replacement Warhead specific activities and
expeditiously close out the RRW Phase 2A study. As of January 1, 2008, no Fiscal Year
2008 funds are to be expended on RRW. Closeout activity should be completed within
three weeks.

If you have any questions, please contact Dr. David H. Crandall at (202) 586-0568, or
Mr. Brian Hooper at (202) 586-0793.

cc: D. Crandall, NA-11
S. Goodrum, NA-12
K. Greenaugh, NA-115
D. Abbott, NA-122
B. Hooper, NA-115.1
T. Tomasi, NA-122.6
B. Hannah, Navy SSP
G. Miller, LLNL
M. Anastasio, LANL
T. Hunter, SNL
B. Goodwin, LLNL
1. Woodard, SNL
G. Mara, LANL
V. Trim, KCP
G. Dials, Y-12 Complex
D. Swaim, PX
D. Hayes, SRS
8. Younger, NSTEC

@ Fredt with soy ik on recycled papar
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P. Wagner, SSO

S. Taylor, KCSO
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D. White, PSO
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Mr. VISCLOSKY. Because in your detailed justification, you did
talk about an analysis being applied to the existing RRW 1 design
to credit certification concepts and then continue that could be ap-
plied to a warhead-like extension. But again that is your 2009 re-
quest, as I understand it, the distinction; is that right?

Mr. D’AcosTiNO. That is right.

Mr. ViscLOsKY. Mr. Ryan.

Mr. RYAN. Thank you, Mr. Chairman.

WARHEADS

I have a warhead question and a couple of contractor questions.
So in the first one maybe, General, you could answer as well. On
the W78, then the notice isn’t the warhead of the future—and you
guys are asking for $43 million to maintain the weapon. And if we
keep it going until notional LEP in 2022 it is about $700 million
that we would spend without regard to inflation.

So this weapon has some deficiencies, seems like it is not the
weapon of the future. If you had to drop a warhead out of the force,
would this be on the short list?

General SMOLEN. No. Right now we have two weapons for Min-
uteman. So if we were to drop a warhead then that would leave
us with the single warhead. So I don’t think we would prefer to be
in a single option.

Mr. RYAN. Are you in agreement with that?

Mr. D’AGOSTINO. Yes, I am. I think there are, just as there are
with things that you keep around for long periods of time, aging
issues that come up.

This warhead has some aging issue and thus we had this long-
term plan. I know we are asking for a lot of money in 2009 right
now just to maintain. But there is this view that if we have to keep
this warhead well out into the future we will need to do some life
extension. The specifics on the aging issue are classified, which I
would be glad to share with you, sir.

But that is one of the reasons why—there are requirements that
will come from the Defense Department. Generals Chilton and
Cartwright essentially set the standard for what those require-
ments are. They think maybe there is a better way to not have to
rebuild those Cold War warheads and maybe we can get by with
fewer types of warheads. That reduces the impact on Bob’s infra-
siclructure that he has to maintain. So I think I would agree with
that.

CONTRACTOR PERFORMANCE

Mr. RYAN. One of the issues we are trying to hammer away at
the last few committee hearings is with contractor performance on
some of these contracts. How does DOE in your mind institu-
tionalize the knowledge of contractor performance across these dif-
ferent programs?

We have had scenarios where the best example is one of the key
competitors for the Los Alamos and the Livermore contracts had
substandard performance on non-NNSA contracts at Hanford and
Nevada.

What are you guys doing as far as getting information on con-
tractors who may not have met the performance levels and try to
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prevent them from maybe getting contracts in the future, at least
knowing about it beforehand?

Mr. D’AGoSTINO. Since I was the source selection official for one
of those contracts, and I can say this. I wouldn’t say this if I didn’t
think I could publicly.

Mr. RYAN. Unlike some of us.

Mr. D’AGoSTINO. No, no, I didn’t mean to imply that at all. But
I am familiar with the example that you cited, and without men-
tioning the company’s name, I can tell you what we did. As a re-
quirement of submitting a proposal, we ask the companies that
submit proposals, I think in this case it was 5 years’ worth of per-
formance data.

In this case, I recognized that the performance data was only
submitted as of the date that the proposal was submitted. In this
case I think it was July, June of a couple of years ago, 2 years ago.
But the decision was made about 6 months subsequent to that.

So what I did was I asked our procurement executives to go back
and get me the most recent DOE decisions on all of the perform-
ance, contract performance, not just for the team that ultimately
won, but for all of the bidders in this case—and there were only
two bidders. I considered those, and they did change the score, the
numerical score and ranking and made the decision a bit tougher.
I will tell you honestly they made the decision a bit tougher.

But what sealed it for me was kind of the thing we talked about
earlier, which is management and leadership, and it was clear to
me that the management structure and the accountability chain
and the winning proposal was outstanding and allowed me, as ulti-
mately the lead shareholder of this corporation, if you will, rep-
resenting the American people and accountability to you was that
I had an ability, under the proposal that I selected, to be able to
fairly strictly enforce performance expectations and reward and
consequently punish behavior, if you will. I think some of the im-
provements we have over the past few years demonstrate that.

But I will tell you because of the problems at Hanford and some
of the other sites it narrowed the scoring range a little bit. There
is no question about it.

Mr. RYAN. So this information is coming beforehand?

Mr. D’AGOSTINO. Absolutely. The source selection official and the
source evaluation boards, the officials and an individual on the
board takes into consideration not just what the proposer sub-
mitted but also takes into consideration the recent grades that the
Department has attributed to each of these particular contractors,
and it did make it a tougher decision.

Mr. RYAN. Thank you, Mr. Chairman.

Mr. ViscLoskY. I know Mr. Simpson and Mr. Calvert have quick
questions. We may start voting soon.

If I could, I have two areas I would like to just briefly cover and
then obviously we are going to have to go to the record here.

In October of 2006, the Department came up and they had Com-
plex 2030.

In December, we received the vision for the future complex, and
it now talks about 2017.

The broad question I have is 2017, if you would, knowing that
this continues to be an evolutionary process, and there is no end-



56

point per se, but is 2017 now the end and you have essentially
shaved off 13 years?

Mr. D’AgosTiNO. I will answer that, and if General Smolen has
anything to add it is okay if he would add that. The Complex 2030
was an unfortunate title, in my view, now looking back on it.

Mr. ViscLosKY. I am not attributing it to you because it was
someone else who came up with it.

Mr. D’AcosTINO. Well, but it was my responsibility, so I made
that decision.

Mr. ViscLOSKY. We are aware today——

Mr. D’AGoSTINO. Right. I think what the 2030 actually rep-
resented—not the change in the complex, but actually the stockpile
itself—recognizing that we felt that we included changing the
whole stockpile over at that time to have a much smaller, much
more focused stockpile.

So actually the infrastructure changes that we had in place in
that 2030 vision was largely going to be done by the 2020 time-
frame, if you will, late 2017. So what we felt, we recognized, and
I think you have been very clear about, well, we can’t wait 20 years
to do something, that the majority of the success of the program
in setting out that right path is going to happen in the next 10
years and has to be set in the next 10 years.

Mr. ViscLosky. Could I, because I want to be fair to my col-
leagues on time, and it is not out of interest in this case, because
it is a huge point here, if you can provide to us, if you would, in
some fashion, and we can talk at the staff level, because I don’t
want to put you to any extra work, but just so I have a clear under-
standing myself, in a rather simple fashion on an annual basis
what it looks like in 2030 what it looks like in 2017, so I am cer-
tain in my mind what we are now looking at?

Mr. D’AGOSTINO. Absolutely. We will be glad to provide that.

[The information follows:]
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Mr. ViscLOSKY. The other question—and it would be for the
record—and I realize definitions are important too because he had
an interchange with Mr. Calvert on NIF. As you are quite familiar,
last year I had my list on stockpile stewardship and major con-
struction, which included NIF, MESA, DARHT and the advanced
computational cells.

If you could, for the record, on NIF, MESA and on DARHT, we
had asked and made observations about the original estimates, this
is data placement of the budget and what those current estimates
are, and also you clearly explain to the committee what your defini-
tion of the end is.

Mr. D’AGoSTINO. Right.

Mr. ViscLoskY. I notice that with NIF, for example, it was
March of 2009, but definitely as one of the last lasers in place is
it 2010, is it 2009, just so I have a sense.

Mr. D’AGOSTINO. Absolutely.

Mr. ViscLoskY. Along that line on DARHT, and I would end
mine on this, is that second axis is not yet completed that is to be
completed. Is there any plan on, if you would, constructing a new
DARHT system in some future date?

Mr. D’AGOSTINO. I can answer that now or for the record.

Mr. VISCLOSKY. Just if you could answer that question and then
if you would like to supplement it for the record.

Mré1 D’AGoSTINO. Certainly I would like to supplement for the
record.

[The information follows:]
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DUAL AXIS RADIOGRAPHIC HYDRODYNAMIC TEST (DARHT) FACILITY

As our budget planning covers only the next five year (2010 — 2014) period, we do not
have any funds allocated to the next generation of DARHT type machine. If and when
the time arrives that we determine the need to plan for consolidating hydrotesting at the
Nevada Test Site, we will follow our established planning and budgeting process and
work with Congress to fund the acquisition of the potential system.
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NEW CAPITAL INVESTMENTS

National Ignition Facility (NIF): NIF will provide the only access to thermonuclear burn
conditions for the U.S. nuclear weapons program. Experiments in this regime are vital to
maintaining the U.S. nuclear weapons stockpile in the absence of underground nuclear
testing. In particular, NIF is uniquely suited to provide access to the physical phenomena
of ignition and thermonuclear burn which is at the heart of nuclear explosions and the
most important remaining question in weapons physics.

Congressional line item construction began in Fiscal Year (FY) 1996, and early
experiments utilizing a portion of the laser system have already begun. Important data
relevant to weapons issues have been obtained in these experiments. Operation of NIF at
full capability is projected for the second quarter of FY 2009, with $57 million required
for the completion of the NIF Project in FY 2009. The original Critical Decision (CD)-4
(Approve Start of Operations) for the NIF Project occurred in the third quarter of

FY 2002. There are two reasons for the slippage. The first occurred during title one
design review of the NIF Project when additional functional and technical capabilities,
such as not to preclude direct drive and a second target chamber plus some other
technical enhancements, were added to the NIF Project design criteria. The second was
attributed to the underestimation of the original NIF Project contingency and the
complexity of the unique infrastructure design that necessitated the assembly and
installation of the laser system in an ultra-clean environment. These changes plus the
requirement to limit the annual funding to no more than $150 million a year caused the
NIF Project to be extended for an additional four years to the fourth quarter of FY 2008.
In FY 2005 the NIF Project received a directed change from Congress through the
decrease in funding authority during FY 2005. This change added an additional $54
million and six months to the NIF Project completion date.

Assuming a 30 year life, the projected life cycle cost was approximately $5.7 billion in
FY 2008 dollars. The current life cycle costs are projected to be $7.8 billion in FY 2008
dollars. The main reason for the cost changes are the construction costs of the NIF
Project. No changes to the life cycle costs are attributed to the operations of the NIF in
the projected 30 year operating period from commencement of operations in 2010. The
NIF Laser System is intended as a long term national capability. There is no plan for its
shutdown.

Dual Axis Radiographic Hydrodynamic Test (DARHT) Facility: The project for the 2™
axis of DARHT included the second electron beam accelerator which was to be installed
in the second accelerator hall. The second machine, necessary to complete the essential
dual-axis configuration of the facility, was being built in a sequential manner, allowing it
to take advantage of engineering and scientific advances that have occurred since
construction of the first machine. The Total Estimated Cost (TEC) of capital portion was
$154 million. Physical construction was completed on time (fourth quarter of FY 2002),
and the project received approval to start operations (CD-4) in the second quarter of

FY 2003. CD-4 was approved by the Deputy Secretary of Energy as the Secretarial
Acquisition Executive for DARHT project.
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In April 2003 the project team initiated the startup operation process for the DARHT

2™ axis. During the startup process, the injector cells and accelerator cells began
experiencing high voltage breakdowns at voltages below their design levels that needed
to be resolved for the cells to meet the design intent. The National Nuclear Security
Administration (NNSA) initiated the DARHT 2™ Axis Refurbishment and
Commissioning Project (heretofore referred to as Refurbishment) in FY 2004. The
project TEC is $60.953 million and the Total Project Cost (TPC) is $89.8 million, with a
completion date of the third quarter of F'Y 2008.

As of the end of March 2008, the project has completed all its major milestones and the
project completion, CD-4b (all refurbished components will be in place and full beam
energy and performance will be attempted for the first time), is scheduled to be approved
by the end of April 2008. DARHT will be fully operational by the end of 2008. The
design life for DARHT is expected to be 30 years from the full operational date.

Microsystems and Engineering Sciences Applications (MESA) Project: In FY 2001, the
TEC range for MESA of between $350 million to $400 million was a rough-order-of-
magnitude estimate, based on the pre~-conceptual design. FY 2003 was the first time
construction funds for the project were included in the President’s budget, which showed
the TEC to be $453 million, the TPC, (which include both the capital and expense costs)
to be $504 million, and showed the physical construction completion to be the fourth
quarter of FY 2009. However, these cost estimates and completion date were based on
the as-yet-not approved performance baseline.

After an external independent review team validated the project performance baseline,
the performance baseline for the project was approved on October 8, 2002, by the
Secretary of Energy. The approved project performance baseline, which first appeared in
the FY 2004 President’s budget, was: TEC: $462.5 million; TPC: $518.5 million; and
physical construction completion in the third quarter of FY 2011. Due to Congressional
action, the funding for MESA was accelerated, and the project will be completed in the
fourth quarter of FY 2008 with significant cost savings due to the accelerated schedule
and reduced costs for some of the MESA components. MESA will be in full operations
in FY 2009, and the design life is expected to be 30 years from that date.

Original Cost Current Cost Growth
Projection * Projection *
NIF $1,046 M $2,095 M $988 M
DARHT (Both $259.7M $320.7M $61.0 M
Axes)
MESA $462.5M $450 M (est.) Savings of $12.5 M

*Defined as TEC
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The DARHT second axis has been tested. We are doing the final
acceptance of the criteria and should have that done in the next
few weeks.

Mr. ViscLOSKY. I understand it is working.

Mr. D’AGosTINO. It is actually working, it is actually quite in-
credible, 1 billion electron volts are shooting down there, and it is
just fantastic. We should get that done in the next few weeks and
we should be up and operating the shots.

Our plan is to fully utilize the DARHT facility. We expect a utili-
zation to go out to the 2025, if not later, timeframe. We don’t have,
and the idea is if we do have to build out in the future, more to
an additional hydro test capability we would probably not do it at
Los Alamos. We would do it at the Nevada Test Site. There is noth-
ing in our budget request.

Mr. VISCLOSKY. So you have no money in 2009 to even begin
down that road, because my upset is we are not quite done.

Mr. D’AGosTINO. Right.

Mr. ViscLosKY. Haven’t at least talked and so there is no money
in 2009.

Mr. Calvert or Mr. Simpson.

Mr. CALVERT. I will just submit mine for the record, Mr. Chair-
man.

Mr. ViscLosky. Okay.

NNSA CLEANUP COSTS

Mr. SIMPSON. In your conversations with Congressman Wamp
talking about the cleanup liabilities that NNSA has and the trans-
fer of those liabilities to EM, do you have an estimate of what the
total long-term liabilities are at NNSA in terms of cleanup?

Mr. D’AcosTINO. We don’t have it to the degree that I feel com-
fortable calling it a budget quality estimate. We understand the
buildings that we want to take down.

We are working on an arrangement with the EM organization to
say, we think, who is going to take down what.

Mr. SIMPSON. Will there be an attempt to transfer those liabil-
ities to EM? The reason I asked this is NE has liabilities that are
at different sites, NNSA has liabilities that are at different sites
that are truly EM issues, and it is all one government.

I would like to have the cleanup liabilities that Environmental
Management is responsible for under Environmental Management
rather than the different programs out there.

Mr. D’AGosTINO. I think that is right. I think some of the clean-
up, and this goes back to the chairman’s statement on definitions,
my view of cleanup when I tear down any nonprocess contaminated
building I don’t need the EM to do that because it is a bulldozer
and dump truck type of work and can be done for fairly little
money, doesn’t require EM expertise. I don’t want to transfer that
over to EM because I think that is my responsibility to clean up
my own mess.

EM clearly has the expertise, the project management expertise,
they have been doing this for a while. We don’t want to transfer—
we want to transfer those types of liabilities appropriately over to
Jim Rispoli, but we are not done yet with having this down to a
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point where I feel comfortable. It is certainly not ready for prime
time, sir.

Mr. SiMPsON. I appreciate that.

Mr. ViscLOSKY. Would you yield to me for one second?

Mr. SIMPSON. Sure.

Mr. ViscLosKY. I have the 600 buildings in my mind and there
is no notation about transfer responsibility or removal. If you could
enumerate for the record because transfer is not the end—and I
guess that is why we are having the conversation—is enumerate
more clearly than the 600 and actually who and what gets trans-
ferred, what actually comes down with the 2009 request?

Mr. D’AcosTINO. We will be glad to do that. We have a specific
list and an allocation process we will be glad to describe to you and
the staff.

[The information follows:]
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COMPLEX TRANSFORMATION (600 BUILDINGS)

The list of 600 facilities is based on pre-decisional planning information. There
are a number of mission dependent and cross cutting activities that must be completed
before this list of facilities and structures can be finalized for disposition and budget
planning. After the Record of Decision for the Complex Transformation Supplemental
Programmatic Impact Statement in late Fiscal Year (FY) 2008 is issued, the sites will
begin the detailed planning to support the future facility disposition actions. A large
number of the facilities/structures would become available for planning and disposition
starting in FY 2010 with the bulk of the 600 assets being dispositioned between FY 2010
and FY 2015. Some facilities would not become available (excess) until a replacement
facility is constructed prior to declaring the current facility excess. Some facilities will
be transferred to a new landlord. Excess facilities that are not contaminated will be the
National Nuclear Security Administration’s (NNSA) responsibility; those facilities
contaminated with special nuclear materials will be the Office of Environmental
Management’s responsibility.

Disposition of Building €922, an office building at Sandia National Laboratories
(California), is included in the NNSA FY 2009 budget request as part of the
Transformation Disposition program. The building is 12,339 gross square feet and
$350,000 (Total Estimated Cost) is requested for Disposition.
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ENVIRONMENTAL MANAGEMENT

Mr. SiMpsON. NE and NNSA and all the different agencies get
listed under Environmental Management, what truly is Environ-
mental Management’s long-term responsibilities. That gives us a
better understanding of what we will have to appropriate in the fu-
ture to address those issues.

To me it is not just a matter of transferring those liabilities to
get them out of your budget or NE’s budget. It is so we have a
planning process for how to address them.

Let me ask you another brief—probably not brief—series of ques-
tions.

The Department of Energy’s National Nuclear Security Adminis-
tration issued its draft supplemental environmental impact state-
ment on transforming the Nation’s nuclear weapons complex. A
final decision has been promised for the end of fiscal year 2008.

Your draft SPEIS contains many interesting proposals to consoli-
date uranium-plutonium processing in different configurations. The
consolidated nuclear processing center idea, for instance, would
have all of these materials in one place where it can be more easily
guarded and where it would pose a much smaller risk to the envi-
ronment and the public.

The adversity report last year recommended that all weapons
manufacturing be consolidated in one center with significant costs
and security benefits. Your draft preferred alternative for complex
consolidation would take the furthest extreme and keep manufac-
turing scattered among many existing sites.

Now the question is is the NNSA recommendation so radically
different from that of this distinguished group, and specifically
what components of the RISK E analysis do you disagree with?

General SMOLEN. Sir, I will start in general terms. There were
subsequent studies that looked at the cost estimates of being able
to actually do that, and it was determined that in many cases it
would be more advantageous based on the facilities that were
available, the workforce that was available, to not consolidate ev-
erything.

Mr. SimpsoN. Costwise?

General SMOLEN. Yes.

Mr. SiMPSON. Could you provide a record of the DOE’s cost-ben-
efit analysis comparing those recommendations with DOE’s draft
alternative and explain why the draft preferred alternative is supe-
rior to the risky recommendation?

General SMOLEN. Yes, we will be happy to do that.

[The information follows:]

COMPLEX TRANSFORMATION COST-BENEFIT ANALYSIS

On April 4, 2008, the following documents were supplied to the Committee:

e “Independent Business Case Analysis of Consolidation Options for the De-
fense Programs Special Nuclear Material and Weapons Production Missions,”
TechSource Incorporated Report Prepared for the National Nuclear Security Ad-
ministration, December 2007.

o “Office of the Secretary of Defense Cost Analysis Improvement Group Inde-
pendent Assessment of the National Nuclear Security Administration’s Pro-
posed Nuclear Weapons Production Complex Modernization Program,” January
10, 2008. This included the Institute for Defense Analyses Report, Economic
Analysis of National Nuclear Security Administration Modernization Activities.
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Mr. SIMPSON. Have you had the NNSA cost analysis of the alter-
natives verified by any independent entities such as the CAIG?

General SMOLEN. Yes, sir. The independent business case has
been done for that. There was also a Department of Defense Cost
Analysis Investment Group, the CAIG, that conducted an inves-
tigation on that. They believe that this is a better alternative.

Mr. SiMPSON. I appreciate it and look forward to looking at that
information. Thank you.

Mr. ViscLosKY. We have about 30 seconds, and you have a budg-
et of $828 million on the table. What is your biggest problem, in
30 seconds. What is your biggest concern?

Admiral DoNALD. First off, I again appreciate the support that
we have had. The key focus of what we wanted to ensure first and
foremost is safe and effective operation of these reactor plants that
are on the fleet right now.

I am satisfied, and I believe you should be confident that the
budget we have had this year and the budget we will have next
year will ensure that that continues for the Nation and for the
American public.

The one issue that is starting to cause me some difficulty, how-
ever, if you go back and look at 2007 and the continuing resolution
2008, the consolidated appropriations bill, and with a potential for
a continuing resolution next year, there has been a consistent ero-
sion against my budget, $47 million between 2007 and 2008 and
could be as much as $54 million next year.

In the grand scheme of things what these folks are talking about
over here doesn’t seem like a whole lot of money but it is having
an impact on my ability to do advanced technology work, to support
work to sustain my facilities, and it is having an impact.
| M{;‘ VISCLOSKY. In purchasing power, is it nominal or real dol-
ars?

Admiral DONALD. This is real dollars that we are talking about
here, sir. It is something that is unique—we haven’t had this much
in the past—but in the past 2 years we have seen it, and it is caus-
ing an impact and it is causing me concern about the long-term
health of the program.

Mr. VIiscLOSKY. Gentlemen, we will go. I appreciate your service.
We will follow up. We have a large series of questions for the
record. They are enumerated majority and minority. Again, thank
you very much.

[Questions and answers for the record follow:]
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U.S. NUCLEAR WEAPONS STRATEGY FOR THE 21ST CENTURY

Chairman Viscolsky. As you know the Omnibus Appropriations Bill requires
submission of a, “U.S. Nuclear Weapons Strategy for the 21st Century.” It directs that the
Secretary of Energy in consultation with the DoD and Intelligence community develop a
comprehensive nuclear security plan that includes:

s A comprehensive nuclear defense strategy, based on current and projected global
threats, defining the future U.S. nuclear deterrent requirements and nuclear
nonproliferation goals;

* A new Nuclear Weapons Stockpile Plan that clearly defines military requirements
for the size and composition of the stockpile; and

e A comprehensive, long-term expenditure plan that defines the needs and
capabilities of the NNSA weapons complex.

I can’t stress this enough. We would not be responsible if we were to spend the
taxpayers’ money for weapons without understanding and approving the strategy those
weapons are going to serve. Mr. D’ Agostino, have you begun working with the Secretary
to develop a weapons strategy for the 21st century as directed by Congress in the
Omnibus Appropriations Bill?

What steps have been taken to develop this strategy with the Department of Defense?

Mr. D’Agostino. On March 27, 2008, the Department of Defense (DoD) delivered to
Congress a classified white paper titled National Security and Nuclear Weapons in the
21* Century. This paper was signed out by both Secretary Gates and Bodman. This
paper is the follow-on to an unclassified paper provided Congress in July 2007 titled
National Security and Nuclear Weapons: Maintaining Deterrence in the 21" Century.
Together these white papers detail the national security requirements for nuclear
weapons, the rationale for the size of the operationally deployed force, and the size of the
nuclear stockpile and factors that may drive stockpile size in the future.

Hearing Date/Question Number(s): April 2, 2008/Question 1
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ORIGIN OF NUCLEAR STRATEGY PAPER

Chairman Visclosky. Mr. D’ Agostino, what is the genesis of the paper on
“National Security and Nuclear Weapons in the 21st Century” we received a few days
ago? Was it written in response to directions in the FY2008 Omnibus Appropriation Act,
or did it evolve from your normal planning process?

Mr. D’Agostino. In July 2007 the Administration provided Congress an
unclassified paper titled National Security and Nuclear Weapons: Maintaining
Deterrence in the 21” Century. In this short white paper, we promised to provide a more
detailed paper that explained the national security requirements for nuclear weapons, the
rational for the size of the operationally deployed force and the size of the nuclear
stockpile and factors that may drive stockpile size in the future.

On March 27, 2008, the Department of Defense (DoD) delivered to Congress a
classified white paper titled National Security and Nuclear Weapons in the 21% Century.
This paper was signed out by both Secretary Gates and Bodman. This paper is the
follow-on to July 2007 paper. This paper also strives to answer the specific directions in
the FY08 Ominbus Appropriations Act.

Hearing Date/Question Number(s): April 2, 2008/Question 2
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LACK OF INTEGRATION IN THE WEAPONS COMPLEX

Chairman Visclosky. Two years ago Dr. David Overskei testified in behalf of the Secretary of
Energy Advisory Board that:

“We did not find an integrated unified Complex; rather we found a set of
independent laboratories and production plants, ... the DoD does not consider the
Complex productive or responsive, and none of the stakeholders view the
Complex as responsive in the context of the New Triad... The Complex does not
operate as an integrated enterprise with a shared purpose. The physics design
laboratories aggressively seek independence.”

What specific steps are you taking to replace the labs’ independence-and-competition mindset with
one built on more efficient cooperative independence?

Mr. D’ Agostino. One of our key transformation strategies is to create a more integrated and
interdependent nuclear weapons complex. Dr. David Overskei and the Secretary of Energy
Advisory Board deserve credit with proposing ideas that have evolved into actions to promote
cooperation among our sites. However, there is a balance that must be achieved between
competition and cooperation among the national security laboratories. Healthy peer review
requires independence of thought when considering a nuclear explosive design and certification,
and competition provides the impetus to consider altemative concepts in the process of
refurbishments or replacement designs. This was the reason that two nuclear design laboratories
were originally established.

We are working to promote and reward cooperation among the sites within the Complex where it
is to the advantage of the whole enterprise. For example, we have included performance
objectives in the award fee structure that reward cooperation among the sites, including our second
year of multi-site incentives that require that certain milestones be accomplished before any of the
sites receive a portion of their award fees. In addition, our current activities associated with
mission and major facility consolidation will naturally lead to more cooperation among the sites.
Examples of this include the proposed consolidation of major non-nuclear environmental test
facilities at Sandia National Laboratories and plutonium research and development activities at Los
Alamos National Laboratory that will require cooperation and sharing of costly facilities.

Chairman Visclosky. How did we get to 2017 from 20307 Is it the same?

Mr. D*Agostino. We have not changed the long-term vision of Complex Transformation,
which is to create a smaller, safer, more secure, and less expensive enterprise that leverages the
scientific and technical capabilities of the workforce and meets national security requirements.
Because it was clear that a number of decisions that would affect long-term stockpile decisions
would not be made, we changed the focus to more of what important infrastructure activities will
be necessary regardless of those decisions and could be done over the next ten years. The actions
that point to the year 2017 are milestones to be accomplished over the next decade, and they
contribute significantly to and are necessary for our long-term goals for the Complex that go up to
and beyond 2030.

Hearing Date/Question Number: April 2, 2008 / Questions 3-4
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600 BUILDINGS

Chairman Visclosky. You are going to close or transfer from weapons activities about
600 buildings or structures. Please provide a table showing how many structures will be closed
and how many will be transferred in each of the next ten years. Provide a second table detailing
the net cost impact of these closures and transfers by year. For the transfers, provide a list of what
they will be transferred to.

Mr. D’ Agostino. The pre-decisional draft list of the 600 buildings and structures is attached.
The final list will depend on decisions informed by the Complex Transformation Supplemental
Programmatic Environmental Impact Statement (SPEIS) on such matters as the future flight test
location for gravity weapons. The draft list reflects a continuation of the National Nuclear
Security Administration’s (NNSA) effort over the last few years to close or transfer buildings and
structures from weapons activities and is not yet finalized, pending the outcome of the SPEIS.
These buildings and structures would either be closed or transferred to other users. Given the large
number of buildings and structures in the Complex (over 6000 in the Department of Energy (DOE)
Facility Infrastructure Management System data base), we are highly confident of meeting the
target of 600.

The draft Ten Year Site Plans for NNSA sites were used to initially evaluate the timing for the
original list of 600 surplus structures’ disposition. This analysis indicates that 318 structures will
be demolished, 61 transferred to other users, and the disposition pathway for the remaining balance
is not yet finalized. This analysis is based on draft data from each individual site and needs to be
evaluated, pending additional data from the SPEIS, by NNSA Headquarters. Further, we need to
define the availability of resources that will be necessary and essential for disposition of excess
assets. Surplus process contaminated structures with no inherent value to DOE, or NNSA, would
be transferred to the Office of Environmental Management to undergo decontamination and
demolition consistent with overall modernization plans. The net cost of closures and transfers for
these structures will not be available until late fall of 2008, and we will share this information with
the Committee.

Hearing Date/Question Number: April 2, 2008 / Question 5
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8 SITES

Chairman Visclosky. You are going to consolidate missions and capabilities at the 8 sites.
Please provide a table listing operating cost impact at each site of these consolidations for each of
the next ten years. Additionally, provide an explanation of cost impact of closing one of the 8 sites
altogether — the site with the weakest rationale for continued separate existence.

Mr. D’ Agostino. There are redundancies in plutonium operations, high explosives research and
development (R&D), tritium R&D, major hydrodynamic testing and major environmental testing
in the nuclear weapons complex. Consolidation alternatives are analyzed in the Draft Complex
Transformation Supplemental Programmatic Environmental Impact Statement (SPEIS), the
Kansas City Responsive Infrastructure and Manufacturing and Sourcing Environmental
Assessment (KCRIMS-EA), and associated business case studies. Under some of these
alternatives, the National Nuclear Security Administration (NNSA) would consolidate, relocate or
eliminate facilities and programs, and improve operational efficiencies. The analysis was
conducted with the participation of the plants and laboratories to ensure that required capabilities
will be maintained. The attached table lists the changes that would be expected at each site under
NNSA’s preferred alternative. Many of these actions would occur within the next five to ten
years. The cost impacts are being evaluated in economic studies that will be completed in
July 2008. Preliminary versions of these business case studies have been available to the public
since January 2008 at www.complextransformationspeis.com and have been made available to the
four Congressional committees with oversight for weapons activities.

The eight sites are the three national security laboratories (Los Alamos National Laboratory,
Lawrence Livermore National Laboratory, and Sandia National Laboratories including NNSA
flight testing of gravity weapons at the Tonopah Test Range), four industrial plants (Kansas City
Plant, Y-12 National Security Complex, Savannah River Site, and the Pantex Plant), and a nuclear
test site (Nevada Test Site). Although we project significant changes, none of these sites would be
closed under the preferred alternative. Historically, closure costs for nuclear sites are very large
because of the need for accelerated cleanup and environmental restoration. Non-nuclear sites,
such as the Kansas City Plant (KCP), would not have closure costs on the magnitude of a nuctear
site, and their products are more commercially available than nuclear components. The latter
makes the KCP subject to strong competitive forces to reduce costs and improve performance. As
a result, the KCP is frequently rated as one of our top-performing and most cost-effective sites.

By outsourcing many components to industry, KCP retains only those non-nuclear operations that
require completion in a high-security facility.

Closure of Pantex and Y-12 are analyzed in the Draft SPEIS and business case studies for the
Consolidated Nuclear Production Center alternative (consolidation of plutonium and uranium
operations and weapons assembly/disassembly in one location) if neither site were selected as the
location of such a center.

Hearing Date/Question Number: April 2, 2008 / Question 6
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STAFF REDUCTIONS

Chairman Visclosky. You are going to reduce staff over the next ten years. Provide a list of
expected reductions per year, in total and at each site.

Mr. D’Agostino. Attached is a list of estimated reductions in the staff that support the Weapon:
Activities Account (Directed Stockpile Work, Campaigns, Readiness in Technical Base and
Facilities, Facilities and Infrastructure Recapitalization Program, Environmental Projects and
Operations, Secure Transportation Asset, Defense Nuclear Security, Cyber Security, and Other
Weapons Activities) over the next ten years in total and by site. We rely on and evaluate each of
our managing and operating (M&O) contractors to manage the site workforce, therefore specific
reductions or the final size of the workforce at each individual site will depend on the composition
of its work-for-others portfolio supporting other important national security missions, and the site
workforce skill mix to support the National Nuclear Security Administration. At the national
security laboratories, Weapons Account Activities are typically in the range of 50-60% of the total
budgets, while the percentage of Work for Others is much smaller at our plants.

Our preference is to have the M&O contractors manage staffing changes in a steady and controlled
manner. As shown in the attached table, the staffing reductions are targeted to be less than 3%
annually which we plan to accommodate through natural attrition or transfers of personne} to
complementary national security missions. However, circumstances for an individual site may
result in larger changes in a given year. For example, Lawrence Livermore National Laboratory
recently received approval on a workforce restructuring plan, which when earlier voluntary (215)
and proposed involuntary (535) separations are combined, may result in up to 750 career-indefinite
employees departing the Jaboratory in Fiscal Year 2008. Half of those employees were likely
supporting Weapons Activities Account tasks.

Hearing Date/Question Number: April 2, 2008 / Question 7
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Weapons Activities Account — Estimated Managing & Operating Contractor

Staff Reductions Over Next Ten Years

2007 to 2017
Site Total % | Annualized Fewer Total Note
Target % Target | Number of People
Over 10 Years
Projected to
Support Weapons
Activities Account

Kansas City Plant 30% 3%* 600 to 800 *2012 occupancy of
new facility enable
reductions in earlier
years

Lawrence Livermore 20% 2% 800 to 1000 Mission consolidation

National Laboratory and overhead reductions
(Weapons Activities
Account only)

Los Alamos National 20% 2% 1000 to 1400 Mission consolidation

Laboratory and overhead reductions
(Weapons Activities
Account only)

Nevada Test Site Upto20% | 1%to2% 200 to 400 Mission consolidation

(NSTech & and indirect efficiencies

Wackenhut)

Pantex Plant 5%1010% | Upto 1% 150 to 300 Overhead reductions
and footprint/security
consolidation

Sandia National 20% 2% 900 to 1200 Mission consolidation

Laboratories and overhead reductions
(Weapons Activities
Account only)

Savannah River Plant <5% <1% 0to 100 Overhead reductions
only

Y-12 <10%* 1% 150 to 400 *Y-12 total staffing is
projected planned to

After UPF, reduce more than 30%
Y-12 after occupancy of UPF
target is (now past 2018).
~30% Overhead reductions
only through 2017.
Total 3800 to 5600 Y-12 reduction post-

UPF occupancy is not
included,




99

STAFF REDUCTIONS BY ATTRITION

Chairman Visclosky. I am concerned about your strategy of reduction through natural attrition.
We want to attract and hold the best and the brightest young scientific talent. But under your
strategy of attrition, how are you going to have places for bright young people? And how are you
going to have rapid promotion opportunities for them?

Mr. D’Agostino. We have stated a goal of reducing the workforce supported by Weapons
Activities Account funding by 20-30% over the next 10 years. This would be an average reduction
of 2-3% per year, which is less than the expected rate of attrition or the rate at which personnel
could be transitioned to complementary national security work. In addition, the demographics of
our workforce dictate that we will have to actively recruit and hire bright young people to retain
critical skills, even with a smaller total work force. For example, we propose to reduce our non-
nuclear production workforce at the Kansas City Plant (KCP) from about 3000 to 2000 over the
next five years. However, the demographics of KCP personnel lead to projections that we will
need to hire about 400 new employees just to maintain the end target of 2000. Thus, we expect
continued hiring and promotion opportunities across the nuclear weapons complex that will enable
us to attract and retain the best and the brightest young scientific talent.

Hearing Date/Question Number: April 2, 2008 / Question 8
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CONSOLIDATION

Chairman Visclosky. You’ve provided a chart showing the consolidation of functions to
independent centers at each site from present to some unspecified future time. What is the future
time represented on this chart? Please provide one chart of this type for each of the next ten years
for each facility.

Mr. D’Agostino. The previously provided chart depicts the mission redundancies throughout
the nuclear weapons complex that frequently require major facilities for support. This chart
illustrates the National Nuclear Security Administration’s preferred alternative to consolidate
supercomputing capability platform hosts from three to two sites; consolidate major environmental
testing facilities from three to one site; consolidate hydrodynamic testing from five sites to two
sites in the near-term (and longer term to one site—the Nevada Test Site (NTS)); consolidate the
high explosives (HE) research and development (R&D) and testing footprint in place at five sites;
consolidate plutonium facilities working with large quantities of material that are costly to secure
from two sites to one site; and consolidate trititum R&D operations from two sites to one site. In
the preferred alternative, many of these are near-term actions and would be completed as follows:
consolidation of major environmental testing facilities by 2010; consolidation of hydrodynamic
testing at two sites (Los Alamos National Laboratory and the NTS) by approximately 2015;
consolidation of the HE R&D and testing facilities footprint by 2010; and consolidation of tritium
R&D operations by 2012. The hydrodynamic testing and HE R&D and testing are reflected as
high hazard testing in the chart. The consolidation of supercomputing capability-class platform
hosts is expected by 2010. The preferred alternative is still being evaluated in the National
Environmental Policy Act process and supporting economic studies. Specific charts for the next
ten years for each facility will be developed following completion of these analyses in fall 2008.

Hearing Date/Question Number: April 2, 2008 / Question 9
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LIVERMORE DENUCLEARIZATION

Mr. Visclosky. Can the movement of SNM out of Livermore be accelerated? What is
the cost of acceleration?

Mr. D’Agostinoe. I have already directed that de-inventory of the category level I and
1I special nuclear material from the Lawrence Livermore National Laboratory be
accelerated from 2014 to 2012. We have not yet completed the planning for the
accelerated program, so at this time I cannot provide specific costs.

Accelerated completion of the de-inventory activities by 2012 will put significant
strain on the laboratory resources — for both infrastructure and staff — and it will be a
considerable accomplishment for the laboratory to complete this effort on schedule. We
will continue to look for opportunities to further accelerate this effort.

Hearing Date/Question Number(s): April 2, 2008/Question 10
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NEW CAPITAL INVESTMENTS

Chairman Visclosky. You say the “Defense Programs budger has been essentially flat
Jor several years and we need to be able to re-invest near-term cost efficiencies into one-
time capital projects to achieve long-term cost reductions.”

NIF, DAHRT, MESA, ASCI, are significant capital projects for NNSA. Let’s take those
four projects, and please provide me with the following updated information:

~  Current construction schedule;

- When NIF, 2-axis DAHRT, and MESA be in full operation;

- How much schedule slippage there has been on each;

- When each will reach design life or become obsolete and be shut down; and

- A table listing original acquisition cost projections, current acquisition cost

projections, and cost growth for each

Let’s look at the cost estimates I have of some major DOE projects when they were first
proposed to Congress compared to the current estimates.

National Ignition Facility (NIF):

Original cost estimate: $1.107 billion
Current estimate: $3.502 billion

Cost increase: $2.428 billion (226%)
Construction completion:

Original: October 2003
Current: March 2009

Schedule slip: 5 1/2 years

Dual Axis Radiographic Hydro Test Facility (DARHT), 2-axis system:
Construction completion:

Original: 2003 (Dual Axis capability)
Current: 2009 (Dual Axis capability)
Schedule slip: 6 years

Original cost estimate: $260 million

Current estimate: $350 million

Cost increase: $90 million
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Microsystems and Engineering Sciences Applications (MESA)

Construction completion:

Original: January 2009

Current: January 2009

Total Project Cost estimate:

Original: $400 million

Current: $518 million

Cost increase: +$118 million (29.5%)

Advanced Simulation and Computing Initiative (ASCI)

s Initiative proposed in 1995.

o FY 1996 - FY 2007 ASCI appropriations: $5.99 billion provided for
developing super computing capabilities at the weapons laboratories.

ASCI - FY 2008 request: $586 million

Mr. D’ Agostino.

National Ignition Facility (NIF): NIF will provide the only access to thermonuclear burn
conditions for the U.S. nuclear weapons program. Experiments in this regime are vital to
maintaining the U.S. nuclear weapons stockpile in the absence of underground nuclear
testing. In particular, NIF is uniquely suited to provide access to the physical phenomena
of ignition and thermonuclear burn which is at the heart of nuclear explosions and the
most important remaining question in weapons physics.

Congressional line item construction began in Fiscal Year (FY) 1996, and early
experiments utilizing a portion of the laser system have already begun. Important data
relevant to weapons issues have been obtained in these experiments. Operation of NIF at
full capability is projected for the second quarter of FY 2009, with $57 million required
for the completion of the NIF Project in FY 2009. The original Critical Decision (CD)-4
(Approve Start of Operations) for the NIF Project occurred in the third quarter of

FY 2002. There are two reasons for the slippage. The first occurred during title one
design review of the NIF Project when additional functional and technical capabilities,
such as not to preclude direct drive and a second target chamber plus some other
technical enhancements, were added to the NIF Project design criteria. The second was
attributed to the underestimation of the original NIF Project contingency and the
complexity of the unique infrastructure design that necessitated the assembly and
installation of the laser system in an ultra-clean environment. These changes plus the
requirement to limit the annual funding to no more than $150 million a year caused the
NIF Project to be extended for an additional four years to the fourth quarter of FY 2008.
In FY 2005 the NIF Project received a directed change from Congress through the
decrease in funding authority during FY 2005. This change added an additional $54
million and six months to the NIF Project completion date.

Assuming a 30 year life, the projected life cycle cost was approximately $5.7 billion in
FY 2008 dollars. The current life cycle costs are projected to be $7.8 billion in FY 2008
dollars. The main reason for the cost changes are the construction costs of the NIF
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Project. No changes to the life cycle costs are attributed to the operations of the NIF in

the projected 30 year operating period from commencement of operations in 2010. The
NIF Laser System is intended as a long term national capability. There is no plan for its
shutdown.

Dual Axis Radiographic Hydrodynamic Test (DARHT) Facility: The project for the 2™
axis of DARHT included the second electron beam accelerator which was to be installed
in the second accelerator hall. The second machine, necessary to complete the essential
dual-axis configuration of the facility, was being built in a sequential manner, allowing it
to take advantage of engineering and scientific advances that have occurred since
construction of the first machine. The Total Estimated Cost (TEC) of capital portion was
$154 million. Physical construction was completed on time (fourth quarter of FY 2002),
and the project received approval to start operations (CD-4) in the second quarter of

FY 2003. CD-4 was approved by the Deputy Secretary of Energy as the Secretarial
Acquisition Executive for DARHT project.

In April 2003 the project team initiated the startup operation process for the DARHT

2™ axis. During the startup process, the injector cells and accelerator cells began
experiencing high voltage breakdowns at voltages below their design levels that needed
to be resolved for the cells to meet the design intent. The National Nuclear Security
Administration (NNSA) initiated the DARHT 2™ Axis Refurbishment and
Commissioning Project (heretofore referred to as Refurbishment) in FY 2004. The
project TEC is $60.953 million and the Total Project Cost (TPC) is $89.8 million, with a
completion date of the third quarter of FY 2008.

As of the end of March 2008, the project has completed all its major milestones and the
project completion, CD-4b (all refurbished components will be in place and full beam
energy and performance will be attempted for the first time), is scheduled to be approved
by the end of April 2008. DARHT will be fully operational by the end of 2008. The
design life for DARHT is expected to be 30 years from the full operational date.

Microsystems and Engineering Sciences Applications (MESA) Project: In FY 2001, the
TEC range for MESA of between $350 million to $400 million was a rough-order-of-

magnitude estimate, based on the pre-conceptual design. FY 2003 was the first time
construction funds for the project were included in the President’s budget, which showed
the TEC to be $453 million, the TPC, (which include both the capital and expense costs)
to be $504 million, and showed the physical construction completion to be the fourth
quarter of FY 2009. However, these cost estimates and completion date were based on
the as-yet-not approved performance baseline.

After an external independent review team validated the project performance baseline,
the performance baseline for the project was approved on October 8, 2002, by the
Secretary of Energy. The approved project performance baseline, which first appeared in
the FY 2004 President’s budget, was: TEC: $462.5 million; TPC: $518.5 million; and
physical construction completion in the third quarter of FY 2011. Due to Congressional
action, the funding for MESA was accelerated, and the project will be completed in the



fourth quarter of FY 2008 with significant cost savings due to the accelerated schedule
and reduced costs for some of the MESA components. MESA will be in full operations
in FY 2009, and the design life is expected to be 30 years from that date.

Original Cost Current Cost Growth
Projection * Projection *
NIF $1,046 M $2,095 M $988 M
DARHT (Both $2597M $3207M $61.0 M
Axes)
MESA $462.5M $450 M (est.) Savings of $12.5 M
*Defined as TEC

Accelerated Strategic Computing Initiative (ASCD): In contrast to NIF, DARHT, and
MESA, the ASCI and its successor, the Advanced Simulation and Computing (ASC)
program, is not a capital investment program. The ASC program represents the entire
computational science effort at the NNSA labs, of which computers are only a part.

Over the past 12 years the Program has supported the development and deployment of
state-of-the-art simulation tools that are now critical to warhead certification and
assessment, life extension programs, Significant Finding Investigation resolution, and the
overall assessment of our Nation’s stockpiled weapons throughout the weapon lifecycle
from their transportation to dismantlement. ASC includes modern performance, safety,
manufacturing, and engineering codes; high-fidelity physics and engineering models;
code and model validation against full-scale, sub-critical, and small-scale experimental
data; remote computing and visualization capabilities; supercomputing platforms and
facilities; and user support for hundreds of lab and university users. It also leverages
other government, industry, and university partnerships and international collaborations.

ASC has pioneered cost-effective, low-power, small-footprint designs, that are
subsequently emulated both nationally and internationally. Attached is a table showing
our annual budget profile for the capability platforms, along with the respective delivery
dates and peak performance of those platforms.

The multi-year computer procurements essential to the NNSA mission are timed to
ensure that the supercomputing capability for the Complex remains available without
disruption for mission-critical work.

The ASCI program also directed and partially funded construction of four computing and
simulation-based facilities all meeting performance goals and delivered within budget
and schedule. These facilities are:

¢ Nicholas C. Metropolis Modeling and Simulation Center at Los Alamos National
Laboratory, $93 million, completed more than $13 million under budget and
several months ahead of schedule. Construction was completed in 2002.
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e Terascale Simulation Facility at Lawrence Livermore National Laboratory,
$91 million, completed ahead of schedule and within budget. Construction was
completed in 2004.

e Joint Computational Engineering Laboratory at Sandia National Laboratories
(SNL) (New Mexico), $30.8 million, completed on time. Construction was
completed in 2004.

e Distributed Information Systems Laboratory at SNL (California), $36 million.
Construction was completed in 2004,

Hearing Date/Question Number: April 2, 2008 / Question 11
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DUAL AXIS RADIOGRAPHIC HYDRODYNAMIC TEST (DARHT) FACILITY

Chairman Visclosky. You have, within the past two months, sent me two inconsistent
plans for DARHT.

In written answers to questions posed by my staff, last night we received the following,
“We foresee no technical issue that would drive and end of life for ... DAHRT... although
thirty years is a nominal number... We are not proposing to leave DAHRT before the end
of its useful life.... We presently have no plans for a future replacement capability”

But then in your “Vision Preferred Alternative Brief’ Pre-decision Working Draft of
December 2007, you say “DAHRT is closed in 2025 timeframe as a next-generation
Jacility is operational at NTS” — that is, the National Test Site in Nevada. So on the one
hand, you clearly say you’re going to operate DAHRT at least thirty years, and on the
other hand, you say you’re going to close it in 17 years.

e  Which is correct?

Mr. D’Agostino. The Dual Axis Radiographic Hydrodynamic Test (DARHT) Facility
is a key element of our hydrodynamic testing (hydrotesting) capabilities and strategies for
maintaining a safe, secure, and reliable nuclear deterrent. As described in the National
Nuclear Security Administration’s (NNSA) Draft Supplemental Programmatic
Environmental Impact Statement (SPEIS), NNSA’s preferred alternative for hydrotesting
is to consolidate and reduce operations in place, i.e., plan for consolidation at the Nevada
Test Site (NTS) in the 2025 timeframe or later. Between now and the 2025 timeframe,
we anticipate that additional programmatic and/or site-wide environmental and business
case analyses will be completed before there is a decision to establish a DARHT-like
capability at NTS. As a result, the two statements provided to you are consistent in their
intent, but said in a different manner, i.e, the intention is not to leave DARHT until the
2025 timeframe or later.

We continually plan to conduct our national nuclear security mission in the most
effective manner. Therefore, if in the future we determined that newer facilities at the
NTS will be the most cost-etfective approach for conducting hydrotesting, the decision
will be made with Congressional consent and approval.

As you know, hydrodynamic testing is the execution of high-explosive-driven
experiments to assess the performance and safety of nuclear weapons. These large scale
hydrodynamic experiments utilize test assemblies that are representative of nuclear
weapons but with the fissile material in an actual weapon altered or replaced with
surrogates. A suite of high performance diagnostics (including high speed cameras, high
energy radiography, and fiber optic and electrical-based measurements) are used to
understand the hydrodynamic behavior of a simulated nuclear weapon primary
implosion.

Chairman Visclosky. I've heard the next generation machine discussed as an
improbable option for the future, but this is the first time I’ve seen it set out as an explicit
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intent, with a time frame. After we’ve paid for this new generation of super machines, I
see no case whatever for building a next-generation machine. So tell me, what
determines its expected end of life? Will it wear out, or just become no longer useful?

Mr. D’Agostino: Most complex technical systems have a design life, typically 25 to
30 years, and an economical life, which may be shorter than the design life. A key factor
in determining the economical “end of life” for any system is the ability to maintain and
operate the system reliably and cost effectively. In most cases, manufacturers stop
producing spare parts, therefore, the system cannot be properly maintained to reliably
perform its designed function. In other cases new technologies become commercially
viable that would render the old system obsolete and not cost-effective to operate.

Chairman Visclosky. Why are you looking at a plan to shut it down when you haven’t
even completed it?

Mr. D’Agostino: The DARHT 1™ Axis has been in operation since July 1999 and has
provided exceptionally usefully information. DARHT 2™ Axis has now been
successfully refurbished and commissioned and will soon (by the fourth quarter of
FY 2008) be put in operation to provide dual axis x-ray view of test assemblies, which
has always been the plan for the dual axis facility. We expect the dual axis system to be *
operational and provide useful information until the end of its useful life.

Chairman Visclosky. Tell me how much money is in your request for the next
generation DARHT and what is the justification for a new facility?

Mr. D’Agostino. As our budget planning covers only the next five year (2010 —2014)
period, we do not have any funds allocated to the next generation of DARHT type
machine. If and when the time arrives that we determine the need to plan for
consolidating hydrotesting at the NTS, we will follow our established planning and
budgeting process and work with Congress to fund the acquisition of the potential
system.

" Chairman Visclosky. Why not maintain DARHT where it is?

Mr. D*Agostino. The DARHT Facility will remain in its current location until at
least 2025. The intent of the preferred alternative in the Complex Transformation
Supplemental Programmatic Environmental Impact Statement is not to specify a fixed
date for moving DARHT, but rather to imply that its replacement would be decades in the
future, and that the preferred location for any proposed new hydrodynamic testing
facilities would be at the Nevada Test Site due to the potentially significantly lower costs
of providing facilities and space that ensure safe operation of the facility. Between now
and the 2025 timeframe, we anticipate that additional programmatic and/or site-wide
environmental and business case analyses will be completed before there is a decision to
establish a DARHT-like capability at the Nevada Test Site.

Hearing Date/Question Number: April 2, 2008 / Questions 12-14
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SUCCESOR TO NIF

Chairman Visclosky. Do you have plans for a follow-on to NIF? Please provide schedule and
cost projections.

Mr. D’Agostino. There is no planned follow-on to the National Ignition Facility (NIF).
Because of its flexibility, the NIF can be upgraded during its lifetime to provide additional
capability such as operation at higher energy if a new requirement would be defined. For example,
if NIF were operated at 527 nm (green light) rather than at 351 nm (blue light), as currently
configured, the energy could be increased from 1.8 to about 3.6 megajoules. Conversion of the
light at target chamber center from blue to green could be done at a relatively small cost since this
conversion requires elimination of the frequency tripling crystal, replacing the frequency doubling
crystal with a thicker crystal, and replacing the final focusing lens with one that would be
appropriate for green light. Currently, no stockpile stewardship experiments require operation at
this higher energy level.

Other enhancements could inctude converting more of the beamlines to propagate shorter pulses,
picosecond rather than the nominal nanosecond pulses. This change could significantly improve
the Advanced Radiographic Capability, which allows experimenters to “see” through more dense
material. There are currently no schedules or costs projections for the enhancements to the NIF
described above.

Hearing Date/Question Number: April 2, 2008 / Question 15
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SUCCESORTO Z

Chairman Visclosky. Do you have plans for a follow-on to Z? Please provide schedule and
cost projections.

Mr. D’ Agostino. At the current time, we believe that Z at Sandia National Laboratories in New
Mexico will be able to support all projected nuclear weapons stockpile assessment and
certification requirements that can be answered with pulsed power, and thus we have no plans to
construct a follow on to Z. The Z machine provides exquisite, highly reproducible materials data
over a broad suite of temperatures and pressures as well as potentially providing inertial
confinement fusion with high yield using pulsed power.

Hearing Date/Question Number: April 2, 2008 / Question 16
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NEW MAJOR MACHINE

Chairman Visclosky. Do you have plans for another major device comparable to NIF,
DARHT, and Z in cost and significance?

Mr. D’ Agostino. The National Ignition Facility, the Dual Axis Radiographic Hydrodynamic
Test Facility, and the Z machine are all major experimental scientific capabilities that are designed
to produce physical data that is needed to assess stockpile performance. There are currently no
plans within the Fiscal Year 2009-2013 Future Years Nuclear Security Program to pursue
development of an experimental capability that is comparable to any of these major devices.

Hearing Date/Question Number: April 2, 2008 / Question 17
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PIT MANUFACTURING AND PIT CERTIFICATION

Chairman Visclosky. Last year the Committee reduced the requested $282,230,000 for pit
manufacturing and certification by $150,000,000, in light of the ad hoc management and budgeting
approach in upgrading plutonium operations in Technical Area 55 that ensured unnecessary
expenditure and insufficient accountability. The Committee said it would not continue to fund
activities that are not part of a clearly articulated facilities strategy. The Committee said it would
not support modemization in place for the current nuclear weapons stockpile, including
specifically how plutonium facilities factor into supporting the future stockpile and the Complex
2030 vision.

Now of course we have 2017 instead of 2030. We have your December 2007 draft vision. But it
has only one sentence (Page 22) on this subject: “Los Alamos Technical Area 55 is the plutonium
center.” Would you expand on whatever efficiencies have been implemented within the last year?

Mr. D’Agostino. In TA-55 at Los Alamos National Laboratory we have significantly reduced
the amount of special nuclear material at risk to potential accidents, projectized the pit production
activities and met or exceeded all program goals for Fiscal Year (FY) 2007 and are on track to
meet FY 2008 milestones.

The long-term vision of Complex Transformation has not changed, which is to create a smaller,
safer, more secure, and less expensive enterprise that leverages the scientific and technical
capabilities of the workforce, and meets national security requirements. The emphasis on 2017
results from a shift in focus to critical infrastructure elements that will be required regardless of the
composition of the future stockpile. Consequently, we focused more on what would be done over
the next ten years (2017) that would contribute significantly to our long-term goals for the
Complex.

The preferred alternative in the Draft Complex Transformation Supplemental Programmatic
Environmental Impact Statement is; “Plutonium Manufacturing R&D: Los Alamos (50/80
Alternative) would provide up to 80 pits per year enabled by construction and operation of the
Chemistry and Metallurgy Research Replacement'— Nuclear Facility (CMRR-NF). Other national
security actinide needs and missions would be supported at TA-55 on a priority basis (e.g.,
emergency response, material disposition, nuclear energy).” The pit manufacturing capability in
the preferred alternative is based on recent discussions with the Department of Defense and
expectations of what stockpile level post 2012 would need to be supported. Achievement of that
capability at Los Alamos and TA-55 as the plutonium center requires sufficient analytical
chemistry and vault space support in the CMRR-NF, as well as other supporting facilities, such as
the Radioactive Liquid Waste Disposal Facility and Transuranic Waste Disposal Site. For this
reason, the earliest availability of an 80 pit per year capability would be based on the availability
of required supporting facilities.

Hearing Date/Question Number: April 2, 2008 / Question 18
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CHEMISTRY AND METALLURGY RESEARCH REPLACEMENT (CMRR) PROJECT

Chairman Visclosky. Last year the Committee recommended no funding for the Chemistry and
Metallurgy Research Facility Replacement. We stated that the project as currently designed will
strongly prejudice any nuclear complex transformation plan. We directed NNSA to develop a
long-term plan to maintain the stockpile that does not assume an a priori case for the then-current
plan for an aggressive new warhead design. The Committee noted that it did not support
construction of this or any other project that failed to strictly adhere to DOE Order 413.3 by
abbreviating the process. The Committee particularly noted the excavation of 90,000 cubic yards
of soil under an abbreviated process.

Now I note that your December 2007 Vision paper has CMRR listed but with no explanation. Has
the Congressional direction regarding Order 413.3 been followed to the letter?

Mr. D’ Agostino. The planning and execution of Chemistry and Metallurgy Research Building
Replacement (CMRR) Project conforms to Department of Energy (DOE) Order 413.3 as it has
from the project’s inception. DOE has no plan for executing CMRR other than in compliance with
the Order.

The need for the Nuclear Facility portion of the CMRR does not hinge on whether the United
States chooses to deploy a new weapon design. Instead, the need for the CMRR depends on
whether the nation chooses to maintain the reliable capability for producing pits for weapons as a
function of maintaining its strategic nuclear deterrent. DOE knows all too well the difficulties that
attend to re-establishing a capability to make pits given that DOE had to recreate this capability at
Los Alamos National Laboratory after the Rocky Flats Plant was shut down. The recreation of this
capability was an arduous and expensive process, costing more than $1 billion. The National
Nuclear Security Administration will not decide whether to build the Nuclear Facility until it
completes the Complex Transformation Supplemental Programmatic Environmental Impact
Statement.

The excavation that has been done at the site of the proposed Nuclear Facility has been performed
in the context of site exploration and characterization. A critical issue for the Department on
CMRR is correctly mapping the geotechnical strata to assure ourselves, the Defense Nuclear
Facilities Safety Board and the public that the proposed Nuclear Facility would not be built over a
seismic fault. The exceptional degree of exploratory excavation work is a result of the complex
topography and high seismicity in the immediate vicinity where the Nuclear Facility would be
sited. As a result of the excavation and geotechnical mapping, the geologists and engineers have
not found any evidence of seismic faulting, and this data and information have been shared with
the Defense Nuclear Facilities Safety Board.

Hearing Date/Question Number: April 2, 2008 / Question 19
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DEFECTS IN CURRENT COMPLEX

Chairman Visclosky. If you were to build a complex from scratch today, what would you do
differently?

Mr. D’Agostino. In the hypothetical case that we were to build a nuclear weapons complex
from scratch today, we would probably do it differently. We would not have special nuclear
materials at as many sites as we do today, and we would certainly not build World War II style
buildings that are expensive to secure and maintain. We would also likely consolidate operations
into fewer sites because of the reduced demands of a smaller stockpile. In addition, we would
certainly attempt to minimize the use of hazardous and exotic materials, increase the use of
insensitive high explosives and security features, and incorporate a nuclear weapon design that
would simplify the manufacture, maintenance and testing processes.

However, we are not starting from scratch. We do have an existing investment in today’s facilities
and workforce that must continue to support our nuclear deterrent without interruption. While
some key facilities must be modernized, we still have billions of dollars invested in existing
buildings and trained personnel at our eight major sites that will remain viable for decades into the
future. Independent analyses have reinforced our proposed approach to transforming the existing
Complex. For example, the Department of Defense Cost Analysis Improvement Group stated in a
January 10, 2008, memorandum that: “...modernization of the NNSA [National Nuclear Security
Administration] nuclear weapons production complex would be most cost effectively
accomplished by upgrading the existing complex as opposed to pursuing the SEAB [Secretary of
Energy Advisory Board]-recommended CNPC [Consolidated Nuclear Production Center].”

Hearing Date/Question Number: April 2, 2008 / Question 20
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COST COMPARISONS ON MARGIN VS. LEGACY

Chairman Visclosky. In 2006, Dr. Overskei warned that for the legacy stockpile, ‘‘future
maintenance and surveillance cost liabilities are unbounded.” And when the news broke last year
that we had zeroed RRW, an unnamed NNSA official told the media it will cost more to maintain
the legacy stockpile than to switch to RRW. This thesis appears based on the presumed ability of
high margin to reduce maintenance cost. What’s your quantitative basis for the claim that, in the
long run, margin saves more than it costs?

Mr. D’Agostino. The National Nuclear Security Administration has modeled some stockpile
scenarios, and the preliminary results indicate that a stockpile based on reliable replacement
concepts could be less expensive to maintain than one of Cold War legacy warheads. This
analysis looks at the entire nuclear complex. It is based on the number of warheads and different
systems that must be maintained for a credible reliable nuclear deterrent, the production
capabilitics that need to be maintained or re-established, surveillance, transportation, storage and
security costs, as well as certification activities. Additional savings could be realized by the
elimination of the necessity for some of the exotic or hazardous materials required for the current
stockpile. One thing is certain, a stockpile based on reliable replacement concepts would certainly
be safer, made secure and easier to maintain.

Hearing Date/Question Number: April 2, 2008 / Question 22
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BRICKS AND MORTAR FOR THE RELIABLE REPLACEMENT WARHEAD

Chairman Visclosky. In the RRW-related items in your Budget request to us is there any
constrnuction planned?

Mr. D’Agostino. No construction projects are planned for the Reliable Replacement Warhead
(RRW) or related activities in the Fiscal Year 2009 budget request. The $10 million requested is
simply to continue the Phase 2A study, and specifically to enable maturation of the RRW design tc
address system-specific issues raised by the JASON review. In fact, even in our FY 2008 request
of $15M for Phase 2A, no construction for RRW was planned

Hearing Date/Question Number: April 2, 2008 / Question 23
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USE CONTROL IN W76 LIFE EXTENSION PROGRAM
Chairman Visclosky. Does the W76 LEP include improved use-controls?

Mr. D’Agostino. The W76-1 Life Extension Program has made some improvements to use
control related to both safety and security. A new security feature is the incorporation of an
“intent” word to be provided by the submarine fire control to the warhead to allow it to arm for
use. The “intent” word is controlled by the submarine crew and cannot be accessed until a launch
order is received. This is the first time a “human” intent has been introduced into Submarine-
Launched Ballistic Missiles. Additional safety improvements included are modern enhanced
nuclear safety systems.

Hearing Date/Question Number: April 2, 2008 / Question 24
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PROGRAMMATIC OVERLAP?

Chairman Visclosky. You can make only rough estimates of how long the W76 LEP will take,
and what it will cost. But considering the large numbers of these warheads we have, the cost will
be substantial.

Afier the LEP is finished, the W76 still won’t have most of the surety and margin characteristics
you tell us we need in 21% Century warheads. Are we going to pay to bring the W76s in and LEP
them, then turn right around and retire them, if and when we bring on a fully modernized warhead?
If I thought we’re going to an all-new warhead -- and as I’ve said, I remain to be convinced that
we have a strategy justifying this -- [ would have to ask why we’re spending on the W76 LEP right
now. Why do we need to do both?

Mr. D’ Agostino. The completion of the W76 Life Extension Program (LEP) is based on the
Department of Defense’s (DoD) requirements for total refurbishments. Today, based on the
Presidentially-approved Nuclear Weapons Stockpile Plan, the requirements are well established
for 13 years with a total cost of $3 billion. The LEP started in 1998 and addresses material aging
issues, limited life component replacement, and incremental improvement in margin and safety
and security features. If and when the DoD and the National Nuclear Security Administration
move to fully modernized warheads based on reliable replacement concepts, the production
planning for any LEP would be modified. However, because of the importance of the W76 to the
nation’s strategic deterrence, it is still prudent in the near term to proceed with the W76 LEP and
address many issues in performance, safety, and security.

Hearing Date/Question Number: April 2, 2008 / Question 26
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IS OUR “BEST” WARHEAD OVERTAKEN BY EVENTS?

Chairman Visclosky. The universal criticism of the legacy stockpile is that the weapons were
designed to maximize yield-to-weight, but that reduces margin and reliability. The Trident ships
are due to begin retirement in ten years, yet you’ve spent $1.5B to develop and produce a new pit
for the W88 warhead for the Trident [l missile, and you’re proposing to spend $199M per year to
produce about 30 W88 pits for testing.

e Why do we need to spend that money on a warhead that will have a diminishing number of
platforms to put them on?

e  Why shouldn’t you get your test warheads out of the active force, gradually drawing down
the number of active W88s?

Mr. D’Agostino. Based on current Department of Defense (DoD) mission planning, the W88
warhead is fully utilized with 90 percent of the assets deployed. W88 requirements from the DoD
are not forecasted to change with a reduced stockpile, and current Trident war planning calls for
continued utilization of this warhead for the next three decades. With 90 percent of all W88
warheads deployed, there are insufficient spares available for maintenance, logistics, fleet support
and surveillance. As the National Nuclear Security Administration moved to reestablish the
nation’s pit manufacturing capability, we selected the W88 pit because of its limited supply ratio to
deployed weapons.

Without a change to the current Trident planning, we are unable to retire the surveillance

warheads. I defer to the Navy and Commander of U.S. Strategic Command for a complete
explanation of the Trident submarine’s requirements.

Hearing Date/Question Number: April 2, 2008 / Question 27
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OBSOLETE AND TROUBLESOME WARHEAD

Chairman Visclosky. The W78 lacks insensitive high explosive and it has other problems.
You’re asking for $43M to maintain this weapon for another year. If you keep it going until the
notional LEP in 2022, that’s maybe $700M before inflation, and after that we’ll have the cost of
the LEP that won’t solve the weapon’s major deficiencies. And then we’ll have continuing annual
cost for an obsolete weapon. If you had to drop one warhead out of the force, would the W78 be
the logical choice?

Mr. D’Agostino. It is possible to incorporate some additional safety and use control
improvements through a life extension program. Change-out of the high explosive would require a
significant modification of the warhead but might be accomplished under a life extension program.
The National Nuclear Security Administration is currently evaluating the degree to which
enhanced surety can be implemented under life extension programs versus what could be attained
under a Reliable Replacement Warhead (RRW) effort. It is certain that a warhead could be retired
from the stockpile if we had the capability to replace it with an RRW type of system. One feature
associated with the RRW concept is that they would provide a form, fit, and function capability for
a warhead already in the stockpile. For the W78, surety and safety improvements, such as
insensitive high explosive, would be gained from this replacement. As for retiring the W78,

I defer to the Air Force and the Commander of U.S. Strategic Command for a definitive
explanation of military utilization. Retiring the W78 would mean that the U.S. Intercontinental
Ballistic Missile force would be totally dependent on a single warhead, the W87, which does not
incorporate all modern surety features.

Hearing Date/Question Number: April 2, 2008 / Question 28
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Congressional Direction

Chairman Visclosky. For the weapons program, please provide this
Subcommittee a detailed reporting documenting the execution status for all of the
earmarked projects contained in the explanatory statement accompanying the
Consolidated Appropriations Act for Fiscal Year 2008.

Mr. D’Agostino.

Provided for the record is a detailed report documenting the

execution status of the Congressionally Directed Weapons Activities Projects. Funding
provided for each earmark reflects the application of a 1.6% rescission per Section 312 of

the Consolidated Appropriations Act, 2008.

Project

Status

Advanced Engineering Environment at
Sandia Laboratory (CA, MA)

Funding of $1,477,539 provided to Sandia
Laboratory on 4/9/08.

Atomic Testing Museum in Las Vegas, For
Operations and Maintenance (NV)

Funding of $591,016 positioned at the
NNSA Service Center for contract, pending
acceptance of proposal submitted by
Atomic Testing Museum on 4/7/08.

CIMTRAK Cyber Security (IN)

Funding of $985,026 positioned at the Y-
12 Site Office in March for contract award.

Interagency Advanced Computing
Research, Equipment and Facilities at
Nextedge Technology Park (OH)

Funding of $3,940,104 positioned at the
Lawrence Livermore National Laboratory
and is in the process of being awarded to
Lexis Nexis.

Kansas City Plant Multi-Disciplined
Integrated Collaboration (MO)

Funding of $985,026 provided to Kansas
City Plant on 3/11/08. KCP is working the
award package.

Laboratory for Advanced Laser-Target
Interactions (OH)

Funding of $1,970,052 positioned at the
NNSA Service Center in March and is in
the process of being awarded to Ohio State
University.

National Museum of Nuclear Science and
History in Albuquerque, New Mexico for
the Museum Site (NM)

Funding of $738,770 sent to Sandia Site
Office in late March to prepare
procurement documents for award to the
Museum.

Nevada Test Site for Operations and
Infrastructure Improvements (NV)

Funding of $17,730,469 provided to
Nevada Site Office on 3/11/08 for
operations and infrastructure
improvements.

North Dakota State University (Fargo) to
Support Computing Capability (ND)

Funding of $7,880,209 positioned at the
NNSA Service Center in March for
contract award. Pending programmatic
review.

Northwest Indiana Computational Grid at
Notre Dame and Purdue Calumet

Procurement documents prepared on 4/7/08
and forwarded to the Acquisition
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Universities (IN)

Department of the NNSA Service Center
for contract awards: $2,364,062 to Notre
Dame and $3,546,094 to Purdue.

Secure Wireless Devices and Sensors (IN)

Funding of $246,257 positioned at the
NNSA Service Center in March for
contract award.

Technical Product Data Initiative (OH)

Funding of $985,026 positioned at the
NNSA Service Center in March for
contract award. Additional details on
intended recipient provided by the House
Appropriations Committee, Subcommittee
on Energy and Water Development.
Procurement documents are in preparation
to contract with IntelliTech Systems, Inc.

University of Nevada-Las Vegas for In-situ
Nanomechanics (NV)

Funding of $344,759 positioned at the
NNSA Service Center in March for
contract award. Contact has been initiated
with UNLV.

University of Texas in Austin, Texas, to
Complete the Construction of the Petawatt
Laser (TX)

Procurement documents prepared and
forwarded to the Acquisition Department
of the NNSA Service Center for contract
award of $3,447,591 to the University of
Texas at Austin.

Hearing Date/Question Number(s): April 2, 2008/Question 29
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PROVIDING THE SUBCOMMITTEE WITH THE ANNUAL ASSESSMENT

Chairman Visclosky. The National Defense Authorization Act of 2003 requires you to deliver
to Congress an annual assessment of the nuclear stockpile. The Act doesn’t define what body of
Congress it should be delivered to. We request that a copy be delivered to this Subcommittee.

* Will you do that?
e It was due on March 15. Is it completed?
e The idea that later is better on this report troubles me on two counts:

- First, because the guts of this report, all the meaning, is in the letters from the three lab
directors. It’s those letters, plus the COMSTRAT report that isn’t under your purview,
that we really need. They don’t get better with age. They are due to the Nuclear
Weapons Council December 1, and have always been delivered on time. By law, after
December 1 they may not be altered. So you could keep them for a hundred years, and
they wouldn’t get any better because you can’t change them. All you can change is the
cover letters and the executive summary.

-~ Second, how can we ask for strategy if things change every week? The delay from
December to March in the law is bad enough, but if you stretch it out into more months,
or even a year as has happened, it becomes obsolete. I've heard of the entire package,
including the primary documents that don’t change, being delayed for months because
of minor wording disputes, and because of disagreements within NNSA and the
Department.

» What can you do to improve this situation and ensure that the report is here on time?

Mr. D’Agostino. The National Defense Authorization Act for Fiscal Year 2003 requires that
the Secretary of Energy and Defense submit the report on Assessments to the President by
March 1. The President shall forward the report to Congress by March 15 of each year.

The Department and our laboratories have completed their assessments. However, the report is
still in coordination within the Nuclear Weapons Council and between the Department of Defense
and Department of Energy. The White House will deliver the annual assessment report to
Congress when this action is complete.

T agree that the reports should be submitted in a timely manner. Once the U.S. Strategic Command
Commander and National Laboratory Directors’ assessments are delivered to the Nuclear
Weapons Council, they do not change; however, the coordination between the Council members
and its subcommittees takes time as much of this is to ensure that all relevant agencies understand
the implications of what is in the assessment. I will commit to work within my Department to
streamline processes and expedite coordination within my Department, but significant
collaboration is required outside of our Department after our National Laboratories have
completed the Assessment.

Hearing Date/Question Number: April 2, 2008 / Question 30
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INFRASTRUCTURE AND ENVIRONMENT

Mr. Hobson. Mr. D’ Agostino, your outyear funding needs for the Facilities and
Infrastructure Recapitalization Program (FIRP) and Transformation Disposition Program
are projected to take a significant leap in FY 2010 and then level off after.

Mr. Hobson. What would happen in FY2010 to require such a leap?

Mr. D’ Agostino. The outyear funding level for the FIRP is not a leap, but rather the
funding level required to meet its established goal to reduce complex-wide deferred
maintenance to industry standards. These outyear estimates are consistent with the
program’s extension to 2013, and reflect projectized workload projections that are
coordinated with NNSA’s complex transformation planning. The outyear estimates for
FIRP are in overall balance within NNSA’s Future Years Nuclear Security Program.

Regarding the Transformation Disposition (TD) program, the funding level requested
for initial implementation in FY2009 is consistent with the projects proposed by the Site
Office managers and validated by my staff. NNSA is asking to fund only the projects for
which we have high confidence of executing during the initial year of TD. The increase
in the FY 2010 indicates that the program will be ready to execute an increased number
of projects from the integrated and prioritized list of projects that are appropriately
scoped and costed, and reflect a reasonable schedule.

Mr. Hobson. Should these investments be more smoothly ramped up?

Mr. D’Agostino. NNSA believes that the current request is appropriate for the work
being proposed, and is in balance overall with NNSA’s projected program funding needs
throughout the five year period.

Mr. Hobson. Are you simply delaying investments needed today?

Mr. D’Agostino. Not at all. FIRP has been recapitalizing the complex on a priority-
based plan since 2001. The focus on the elimination of deferred maintenance backlog is
first on our mission critical facilities, and followed by mission dependent facilities, all

balanced within our overall facilities and program priorities.

Hearing Date/Question Number(s): April 2, 2008/Question 31
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WORK FOR OTHERS

Mr. Hobson. Mr. D'Agostino, the weapons laboratories aggressively pursue and perform
millions of dollars of work for other agencies every year. We’re all rightly proud of the expertise
that our facilities have developed, and we want to make that expertise available to the rest of the
community... when it doesn’t detract from the core Weapons mission. We are concerned about
whether DOE bears a fair share of the cost for the expansion of lab capacities needed to perform
work for other customers:

*  When a laboratory accepts Work for Others, does it only do so when it has spare space and
workforce? If not, do you ask this Committee for additional up-front funding for additional
facilities and hiring new workers?

Mr. D’ Agostino. Department of Energy (DOE) Order 481.1C, “Work for Others (Non-
Department of Energy Funded Work),” requires that a determination be made and certified in
writing by a DOE or National Nuclear Security Administration (NNSA) contracting officer or an
authorized designee that the proposed work will not adversely impact programs assigned to the
facility and will not create a detrimental future burden on DOE/NNSA resources. NNSA would
not be responsible for providing additional up-front funding for additional facilities and hiring new
workers as the Work for Others (WFO) customer (other Federal agency) would be responsible for
providing all funding for WFO specific capital improvements. Laboratories can only hire
personnel to meet known funding levels. Therefore, NNSA would not request additional up-front
funding for additional facilities and hiring new workers for WFO specific project requirements.
However, in order to enable the NNSA complex to continue to address complex threats to our
national security, a more systematic and enduring approach to leveraging the national laboratories’
unique capability for higher-priority national security challenges is essential to the nation. To be
able to contribute its unique capabilities, NNSA intends to partner with other Federal agencies
with national security responsibilities to direct and support the underlying science, technology and
engineering development, rather than just soliciting funding for individual projects.

Mr. Hobson. Does NNSA recover 100 percent of the costs of doing work for other agencies,
including a contribution toward the cost of capital improvements?

Mr. D’Agostino. DOE Order 522.1, “Pricing of Departmental Materials and Services,” requires
that for materials and services provided to other Federal and non-Federal agencies and entities, the
Department will charge full cost, which includes direct costs incurred in performing work, and
allocable costs incurred by the Department and its contractors at DOE/NNSA facilities. Such full
cost would include appropriate contributions toward the cost of capital improvements which are
normally covered by overhead costs. These overhead costs would not include costs associated
with major construction projects. Capital improvements related to a specific WFO project would
be paid for by the WFO customer. Many of the WFO projects provide a mutual benefit to NNSA
and to the other Federal agencies, especially in areas relating to leading edge science and research
programs. As aresult, NNSA shares in some of these costs. However, in the case of other non-
mutual benefit WFO projects, NNSA recovers costs to the maximum extent allowed by law.

Mr. Hobson. Do the laboratory contracts impose any sort of ceiling on how many personnel
each lab may employ? While I can understand why an individual laboratory may want to grow in
the future, is it in the best interests of the Department or the taxpayer to see these labs grow?
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Mr. D’Agostino. The laboratory contracts do not impose a ceiling on how many personnel each
lab may employ. Laboratory growth for the sake of growth is not a goal of the Department.
However, our laboratories have long been recognized as a national resource that should be
available to help other Federal agencies meet their national security needs. If the NNSA Complex
has capabilities that can provide an effective response, then the NNSA Complex should be
considered as one tool for meeting these types of challenges. For example, the enabling legislation
for the Department of Homeland Security (DHS) established a special relationship between our
two agencies to ensure DHS access to the laboratories in order to help DHS carry out its critical
national security missions. The DOE laboratories must continue to effectively execute the
missions of DOE, but should also make their unique and specialized capabilities and facilities
available to non-DOE sponsors in their role as a national resource.

Mr. Hobson. If a laboratory increases its staff to support work for other customers, and then
those staff are no longer needed — is NNSA responsible for all of the severance costs associated
with those employees? Is that fair, when these employees were hired by the laboratory primarily
to support non-NNSA work?

Mr. D’ Agostino. NNSA laboratories would be responsible for the severance costs associated
with the layoff of permanent lab employees who are primarily used to support WFO. However,
severance costs are frequently collected as part of an overhead account under generally accepted
accounting principles. In the situation where severance costs are charged to an overhead account,
such charges for costs would be equitably allocated to all agencies whose direct costs are included
in the base for the overhead pool (which would frequently include WFO customers). Therefore,
WFO customers would likely pay a share of these costs.

Severance cost are frequently treated as an indirect cost because the costs and effort associated
with assigning and collecting cost responsibilities for severance payments for long term employees
could be burdensome. For example, in a situation where a long term employee is let go, and that
employee had worked on a WFO project for another agency several years ago (or even several
decades ago), it may be impracticable to try to collect from the other agency their proportionate
share of severance costs attributable to this particular employees on that WFO project.

Therefore, these severance costs would be reimbursable under the contracts with the NNSA
laboratories. However, NNSA would not be solely responsible for paying such severance costs.
Also, NNSA laboratories would not be responsible for providing severance to employees who are
employed under limited term appointments or other staff augmentation contracts and are
subsequently separated.

Hearing Date/Question Number: April 2, 2008 / Question 32
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OVERHEAD RATES
Mr. Hobson. What are the overhead rates at your weapons laboratories?

Mr. D’ Agostino. The indirect costs at the weapons laboratories consist of three categories:
fringe benefits, overhead, and general and administrative costs.

Fringe benefits expenses normally include items such as leave, holidays, insurance, payroll taxes,
retirement plans, and plan administration. Fringe benefits rates range from 26% to 35%.
Overhead expenses normally include items such as professional technical support costs, direct
supervision, utilities, rents, supplies, maintenance, and repair costs. Overhead expense rates range
from 34% to 46%. General and Administrative expense normally include items such as overall
management, administration, procurement, education, and training. For the final indirect cost
category, General and Administrative, expense rates range between 36% and 39%.

Mr. Hobson. What percentage did the weapons labs charge for LDRD in Fiscal Year 2007, and
what will they charge in FY 20087

Mr. D’ Agostino. The Fiscal Year (FY) 2006 Energy and Water Development Appropriations
Act, Public Law 109-103, Section 311, raised the maximum Laboratory Directed Research and
Development (LDRD) funding level to 8 percent, and the National Nuclear Security
Administration (NNSA) LDRD program generally charges the full percentage allowed by
Congress. However, actual LDRD program assessment rates for the NNSA laboratories are
significantly less than the maximum allowable 8 percent because of DOE-approved exemptions to
the LDRD program assessment and to prevent over costing of the LDRD program due to
uncertainties of projected laboratory costs. As a result, in FY 2007, the weapons laboratories
charged the following rates as a percentage of total costs: Los Alamos National Laboratory
(6.81%), Lawrence Livermore National Laboratory (6.30%), and Sandia National Laboratories
(6.6%). Similar rates are anticipated in F'Y 2008, and are based upon estimated laboratory budgets

Mr. Hobson. What steps are you taking to reduce these overhead rates?

Mr. D’Agostino. The National Nuclear Security Administration (NNSA) has modified its fee
policy to provide incentive fees to laboratories for reducing overhead costs. In addition, the
NNSA Field Chief Financial Officer has established a cost reduction team composed of federal
and laboratory personnel who are examining methods of indirect and direct cost reduction, as well
as communicating lessons leamned across laboratories. The objective of this team is to produce
reduced annual operating costs at the laboratories in both the direct and indirect cost areas.
Smaller facility footprints, shared administrative services, subcontracted administrative services
and consolidated (enterprise) purchasing, and grouped employee benefits are some initiatives
under consideration.

Mr. Hobson. What is an equitable distribution of these overhead costs when the labs are doing
work for other agencies and other parts of DOE?

Mr. D’Agostino. The equitable distribution of these overhead rates will vary according to the
specific laboratory, and the specific laboratory organizational elements performing the work as the
weapons labs are required to distribute these overhead costs in accordance with their National
Nuclear Security Administration approved accounting procedures. Such procedures must conform
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to generally accepted accounting principles, produce accurate results, and provide the necessary
Department of Energy (DOE) financial reports. Such contractor accounting systems must not
conflict with DOE Order 534.1B, Accounting or the DOE Accounting Handbook.

Hearing Date/Question Number: April 2, 2008 / Questions 33-36
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CONTRACTOR PERFORMANCE

Chairman Visclosky: Mr. D'Agostino, how does DOE institutionalize its
knowledge of contractor performance across different programs? For example, one of the
key competitors for the Los Alamos and Livermore contracts had substandard
performance on non-NNSA contracts at Hanford and in Nevada, but it is not clear that the
NNSA selection officials considered this performance when making their award
decisions. Your office has informed Committee staff that contractor performance is
monitored by NNSA using a database maintained by the National Institutes of Health.
However, it is unclear how, if at all, this information is ever used.

How and where in the Department does knowledge on contractor performance
come together to make better-informed contract award decisions in the future? How does
NNSA require its selection panels to use this information? Is previous contractor
performance a mandatory component of new selection criteria? If so, what weight is it
given?

Mr. D’ Agostino: NNSA always considers relevant past performance in the
selection of its contractors in accordance with the Federal Acquisition Regulation
15.305(a)(2). Information is obtained through the National Institute of Health past
performance database, information required to be submitted by the offerors, and relevant
information obtained from other sources. The weight given to past performance varies
for each source selection, but is always an important consideration and has in some
instances been the deciding factor.

Hearing Date/Question Number(s): April 2, 2008/Question 37
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CONTRACTOR REPORT CARDS

Mr. Hobson. Mr. D'Agostino, the Office of Science recently released a “report card” on the
performance of its ten laboratories. It is useful to have this information publicly available, and to
be able to compare contractor performance with contractor fees earned. This enables everyone,
both in Congress and the public, to understand how DOE contractors are performing and how that
performance relates to their compensation.

e  Why doesn’t NNSA issue a similar “report card” on the performance of its weapons labs?

e Even our weapons labs should have specific performance goals. Wouldn’t such
transparency be a useful tool to know where labs are falling behind, or where they’re
excelling?

Mr. D’ Agostino. The National Nuclear Security Administration (NNSA) does have a similar
“report card” where the performance of the Weapons Labs is “recorded”. We use an average
percentage (0-100%) report in lieu of a letter grading system (see attached).

Our weapons labs and plants have specific performance plans that are prepared for every fiscal
year. As established by their contract, these performance plans are reviewed and validated in
collaboration with the Headquarters Program Officials, the NNSA Site Managers and the
management and operating contractors. In addition, the portion of each site’s Award Fee earned
annually is based upon an agreed-to number of priority objectives compared to performance at the
end of the performance period, normally the end of the fiscal year. Finally, the contractors, site
offices and Headquarters participate in Quarterly Performance Reviews and other monitoring
sessions which give all of management an overview of the status of their performance objectives.

Hearing Date/Question Number: April 2, 2008 / Question 38
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Fiscal Year 2007 Management and Operating Contractor Award Fees

for National Nuclear Security Administration Sites

Site Total Fee Available Fee Determining Total % Earned
Official Determination

Los Alamos $73,279,996 $58,208,986 79.4%
National Laboratory
Lawrence Livermore $7,100,000 $6,749,500 95.1%
National Laboratory
Sandia National $23,962,976 $23,214,830 96.9%
Laboratories
Nevada Test Site $23,060,224 $19,264,822 83.5%
Pantex Plant $33,395,888 $30,676,159 91.9%
Kansas City Plant $26,748,000 $25,405,000 95.0%
Y-12 National $45,794,393 $37,772,999 82.5%
Security Complex
Savannah River Site $8,440,000 $8,355,000 99.0%
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DISPOSITION OF EXCESS SPECIAL NUCLEAR MATERIAL

Mr. Hobson. Mr. D”Agostino, at a couple of recent hearings we have questioned why
the Department does not have a nationwide “master plan” showing the types, quantities,
schedule and final disposition for all materials intended for consolidation and disposal.
These would be the radioactive wastes resulting from your cleanup activities as well as
special nuclear materials that are being consolidated for security, safety, or economic
reasons. Now it’s your turn. Offices like NNSA and Environmental Management offer us
their piecemeal plans for moving material and cleaning up sites, but no one has shown us
the master plan or “flow chart” that shows how all these pieces fit together. Now we’re
told that such a plan doesn’t exist, but that you’re developing one...at least for NNSA.,
Frankly, this is shocking. I can not fathom how NNSA could undertake, with any sense of
responsibility, such an complex and sensitive task without a graph of how all the many
pieces are fitting together...or NOT fitting together.

What is the status of your so-called “disposition map”?

Mr. D’Agostino. The Department has established a DOE and NNSA integrated
program committee, with representatives from all stakeholder offices within the
Department. This committee, chaired by NNSA’s Principal Deputy Administrator, will
develop disposition plans for the eight highest priority isotopes and sites in the
Department. [ anticipate that all of these plans will be completed this year. These plans
will be used as the springboard to develop a single comprehensive materials disposition
plan that will be in place to support the Department’s FY 2010 Congressional budget
request.

Mr. Hobson. Which office is charged with developing the map?

Mr. D’Agostino. At the direction of the Deputy Secretary, I have established an
office within the NNSA, the Office of Nuclear Materials Integration, which has the
responsibility of compiling and integrating this plan.

Mr. Hobson. How will it take into account commitments made by Environmental
Management, if at all? Which office within DOE, in any, is charged with integrating
NNSA and DOE plans? If that integration task is not currently being done, which office
in DOE should have this responsibility?

Mr. D*Agostino. This new NNSA office will have the authority and responsibility to
integrate all special nuclear material disposition plans within the Department, including
those managed by the Office of Environmental Management. We are updating the
DOE’s nuclear material management Order to document these authorities and
responsibilities.

Hearing Date/Question Number(s): April 2, 2008/Question 39
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EM PREPAREDNESS FOR ACCEPTING Y-12 EXCESS FACILITIES

Mr. Hobson. The NNSA plans for some aggressive consolidation of the Y-12 site,
vet we see no evidence that the Environmental Management program is prepared to
assume any responsibility for the handoff of additional contaminated facilities from the
NNSA.

Mr. D’ Agostino. While it may appear to some that NNSA and EM are not fully
coordinated, the fact is that both organizations are working together pursuing the primary
mission of each and collaborating in the execution of shared missions. This is the case
regarding the NNSA’s intent to affect consolidation of the Y-12 site. Appearing before
your subcommittee recently, Assistant Secretary Jim Rispoli was asked a similar
question. His response, quoted here, confirms awareness of the NNSA’s plans for Y-12
and the engagement of our staffs in working to a solution. “Our current out-year planning
and our current baselines do not assume transfer of additional facilities at Y-12 and
ORNL. However, the Office of Science and the National Nuclear Security
Administration (NNSA) are working with the Environmental Management (EM) program
to plan the effort commonly called the Integrated Facility Disposition Project on the Oak
Ridge Reservation. The scope of this project will address 228 additional facilities that
have yet to be transferred to EM, as well as, the 176 excess facilities at Y-12 and ORNL
currently in the scope of the EM program, but awaiting decommissioning.” T concur with
MTr. Rispoli’s expression of coordination between the NNSA and EM.

Hearing Date/Question Number(s): April 2, 2008/Question 40
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PIT DISASSEMBLY AND CONVERSION FACILITY

Mr. Hobson. Mr. D'Agostino, the Pit Disassembly and Conversion Facility is touted by NNSA
and DOE as an integral part of our material consolidation strategy. However, |1 continue to have
significant questions about the analysis that NNSA underwent to determine its location. I know
that the final decision hasn’t yet been made to locate it at the Savannah River Site, and I do hope
no one tries to move forward soon.

Let me refresh my colleagues’ memories a bit. PDCF is required to take excess pits and break
them down into oxides that can be used by the MOX plant at Savannah River for new fuel for
power plants. The problem is, if the PDCF is constructed at Savannah River, intact pits will have
to be transported from Pantex to South Carolina — nearly 1,300 miles. We have our doubits if that
is the best way to proceed.

Mr. Hobson. Mr. D’ Agostino, has NNSA evaluated the cost effectiveness of locating PDCF at
Pantex instead of SRS, and transporting MOX powder to SRS instead of intact pits?

Mr. D’ Agostino. Yes, the Department considered cost effectiveness and other factors as part of
an extensive analysis conducted in compliance with National Environmental Policy Act
requirements to determine where to locate plutonium disposition facilities, including the Pit
Disassembly and Conversion Facility (PDCF). With regard to transportation costs, it is true that
transporting plutonium powder to the Savannah River Site (SRS) rather than intact pits would be
more economical because fewer shipments would be required. However, the Department’s
analysis demonstrated that this cost savings is negligible compared with the cost of constructing
the necessary infrastructure at Pantex. The National Nuclear Security Administration continues to
evaluate a range of options for providing plutonium oxide to the Mixed Oxide Fuel Fabrication
Facility from dismantled nuclear weapon pits.

Mr. Hobson. What criteria are in favor of placing PDCF at SRS? At Pantex?

Mr. D’Agostino. The Department’s decision to build the PDCF at the SRS was carefully made
after an extensive environmental, cost, and nonproliferation analysis which was conducted in
compliance with National Environmental Policy Act requirements, following numerous public
meetings and hearings. The criteria in favor of locating the PDCF at SRS were SRS’s experience
with plutonium processing, extensive existing infrastructure, and complementary missions. The
criteria in favor of placing the PDCF at Pantex were the existing security infrastructure and the
cost avoidance of packaging and transporting pits from Pantex to SRS.

Mr. Hobson. What criteria are against placing PDCF at these two options?

Mr. D’ Agostino. Factors against placing the PDCF at Pantex include lack of experience in
chemical operations and handling plutonium in other than pit form and limited physical
infrastructure for processing special nuclear materials and treating radioactive waste. By
comparison, SRS has extensive experience with chemical operations, handling plutonium in
various forms, and treating radioactive waste. The main argument against placing PDCF at SRS is
that the surplus pits would have to be shipped from Pantex to SRS.

Mr. Hobson. How did NNSA weight these criteria?
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Mr. D’Agostino. The decision to locate the PDCF at SRS was announced in a Record of
Decision for the Surplus Plutonium Disposition Final Environmental Impact Statement, dated
January 11, 2000. In making the decision about where PDCF should be located, the Department of
Energy considered existing infrastructure, experience with handling special nuclear materials, and
complementary missions.

Mr. Hobson. How many more or fewer trips between Pantex and SRS would NNSA have to
make if PDCF were placed at Pantex?

Mr. D’Agostino. As part of the 1999 Surplus Plutonium Disposition Environmental Impact
Statement, the Department conducted an analysis that showed that approximately 11% fewer trips
would be required if the PDCF were located at Pantex rather than SRS because it is more efficient
to ship plutonium oxide than plutonium pits. The Department is developing a new shipping
container that, when certified, will make shipping plutonium oxide significantly more efficient. As
a result, we would expect there to be a larger difference (i.e., fewer shipments) if the PDCF were
located at Pantex, this shipping container were used and the amount shipped per trip optimized.

Mr. Hobson. If PDCF is at SRS, would NNSA have to develop additional security measures to
ensure pits could not be stolen intact?

Mr. D’Agostino. No, regardless of whether the PDCF is located at SRS or Pantex, the PDCF
would require the same level of security.

Mr. Hobson. How would your Secure Transportation budget be affected between these two
options?

Mr. D’Agostino. Regardless of whether the PDCF is located at SRS or Pantex, the Secure
Transportation budget is not expected to change. The Department’s Secure Transportation Asset
Advisory Board prioritizes among Defense Programs, Defense Nuclear Nonproliferation,
Environmental Management and other organizations to deconflict the requirements levied on the
Office of Secure Transportation. This smooths significant fluctuations in shipping demands,
thereby enabling operations in a stable funding environment.

Mr. Hobson. Please provide a detailed analysis comparing these two options.

Mr. D’Agostino. This analysis appears in the Surplus Plutonium Disposition Final
Environmental Impact Statement, dated January 11, 2000, which can be found at:
http://www.eh.doe.gov/nepa/eis/eis0283/cis0283.htm. There are also two related cost reports:
Cost Analysis in Support of Site Selection for Surplus Weapons-Usable Plutonium, dated July 1998
and Plutonium Disposition Life Cycle Costs and Cost Related Comment Resolution Document,
dated November 1999.

Mr. Hobson. If the NNSA has not already completed an objective analysis of these two
options, who should this Committee task (at NNSA expense) to prepare such an analysis? Would
the Cost Analysis and Improvement Group at DoD be the right entity to perform such analysis?
Does the NNSA already have an agreement in place to enable the tasking and transfer of funds to
the CAIG?
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Mr. D’Agostino. As stated previously, the Department of Energy has completed an objective
analysis of these two options, as well as other options, for the location of the PDCF.
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COMPETITION

Mr. Hobson. Mr. D'Agostino, our weapons labs are positioning themselves for work
historically performed by universities, the private sector, or our non-weapons labs. As you’re
aware, this committee has been increasingly uncomfortable with the privileged positions some of
our labs have assumed that they hold at the federal funding trough. In fact, in order to stimulate
innovation this year we are now requiring that labs compete with academia and the private sector
in a few non-weapons programs.

e If our weapons labs want to do non-weapons work, is there any legal reason why they may
not compete with the private sector, academia, and non-weapons labs for that work?

Mr. D’ Agostino. There are limitations that inhibit our laboratories from competing with private
sector, academia, and non-weapon laboratories. These limitations are based on the following:

a. The National Nuclear Security Administration (NNSA) weapon laboratories are
Federally Funded Research and Development Centers (FFRDCs). According to
the Economy Act of 1932 (31 U.S.C. § 1535) and Federal Acquisition Regulation
(FAR) 35.017 (Federally Funded Research and Development Centers), FFRDCs
may perform work for other than the sponsoring agency under the Economy Act,
or other applicable legislation, when the work is not otherwise available from the
private sector.

b. FAR 35.017 -1 C(4): “A prohibition against the FFRDC competing with any
non-FFRDC concern in response to a Federal agency request for proposal for other
than the operation of an FFRDC” is one of the requirements must be identified in
the sponsoring (e.g., NNSA) agreement to a FFRDC, or in the sponsoring policies
and procedures.

c. DOE Order 481.1C, Work for Others (Non-Department of Energy Funded Work),
Section 4.a explicitly states, “In operating DOE/NNSA [FFRDCs] or other
facilities, a contractor may not respond to Requests for Proposals or other
solicitations from another Federal agency or non-Federal entity that involves
head-to-head competition as an offeror team member, or subcontractor to an
offeror.”

Work for Others at NNSA sites is principally to provide assistance to Federal and non-Federal
entities (e.g., industry and academia) in accomplishing goals that may be otherwise unattainable, to
avoid duplication of effort at Federal facilities, and to provide access to these entities to highly
specialized and unique facilities, services, and/or technical expertise. It also increases the research
and development interaction between NNSA and industry to transfer technology originated at
NNSA facilities to industry for further development and commercialization.

Hearing Date/Question Number: April 2, 2008 / Question 42
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COMPETITION

Chairman Visclosky. The NNSA Act provides that no NNSA employee or
contractor is subject to the authority, direction and control of any non-NNSA DOE
official except for the Secretary of the Energy. In the wake of the Wen Ho Lee security
scandal, the weapons Iabs somehow persuaded some in Congress that the underlying
problem was not mismanagement at the labs but rather excessive oversight from DOE
headquarters. While this streamlined chain of command may make sense for NNSA
work, it makes no sense when these same weapons labs want to do work for other DOE

programs.

How would this section of law be implemented if a weapons lab were awarded
work managed by the Office of Science, for example?

Mr. D”Agostino. The process is set forth in DOE Order 412.1A, Work
Authorization System. The laboratory and the Office of Science would prepare a work
authorization setting out the objectives of the work, the funding available, schedules,
deliverables, and other terms and conditions applicable to the work that are not otherwise
established by the management and operating contract between NNSA and the
laboratory. Once the laboratory and Office of Science reach agreement on the work
authorization, it is forwarded to the NNSA site manager who must determine whether the
work can be performed by the laboratory without adverse impacts to the work the
laboratory performs for NNSA. If the work authorization is approved, the Office of
Science would assign staff to oversee the work; any issues would be forwarded to the
NNSA site manager or contracting officer for resolution. While the Office of Science
could not direct the laboratory or the NNSA site office in performance of the work, as a
customer it has many mechanisms to ensure that the work is performed satisfactorily,
including but not limited to withdrawing its funding.

Hearing Date/Question Number(s): April 2, 2008/Question 43a
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COMPETITION

Chairman Visclosky. Who would the personne] at the lab who are actually
performing the work report to?

Mr. D’Agostino. Federal personnel at the laboratory report to the NNSA site
manager; contractor personnel report to the laboratory director. The NNSA contracting
officer provides direction to the laboratory on behalf of NNSA.

Hearing Date/Question Number(s): April 2, 2008/Question 43b
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COMPETITION

Chairman Visclosky. Why should any other office in DOE, such as the Office of
Science or the Office of Energy Efficiency and Renewable Energy, send one penny of
their program funds to weapons laboratories that are by law not subject to the authority,
direction and contro! of those program offices?

Mr. D’Agostino. Because NNSA’s laboratories perform superior, and in many

cases unique, research and development and have access to facilities not found elsewhere
in the Department or the world. Many DOE offices take advantage of these capabilities.

Hearing Date/Question Number(s): April 2, 2008/Question 43¢
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ARMY CORPS OF ENGINEERS

Mr. Hobson. Mr. D'Agostino, I find it interesting that the Department is relying increasingly
upon the Army Corps of Engineers. The Corps has played a significant role in environmental
cleanup, and in fact one of DOE cleanup programs, FUSRAP was actually transferred to the
Corps. In the NNSA mission, the Corps has helped with independent cost validation for the
Elimination of Weapons Grade Plutonium Production in Russia. Now the Committee has learned
that NNSA has asked the Corps to manage construction of the Pit Disassembly and Conversion
Facility (PDCF).

¢  Why did you ask the Corps to manage PDCF?

Mr. D’ Agostino. As part of its decision to select a Pit Disassembly and Conversion Facility
(PDCF) construction manager, the National Nuclear Security Administration (NNSA) considered a
variety of criteria including: experience and capability managing large-scale complex construction
projects; access to worldwide technical and engineering resources; ability to respond to NNSA’s
needs for construction management services in an expeditious manner; and ability to provide
sufficient expertise and dedicated staff to oversee a project of this size and complexity.

Given that there have been very few major nuclear construction projects undertaken in the United
States during the last twenty years, there are very few firms possessing this type of specific nuclear
construction management experience. We felt it was important to hire an organization focused and
experienced in large-scale complex construction, which when combined with the nuclear material
processing experience of NNSA and the Savannah River Site (SRS), would provide the best
chance of success. In addition, the Corps has committed to take significant steps to ensure that it
hires experienced nuclear personnel to work beside and mentor experienced Corps construction
personnel.

Mr. Hobson. What is the Corps expertise with the handling of plutonium and of weapons pits?

Mr. D’Agostino. As stated previously, the Army Corps of Engineers has expertise in handling
large, complex construction projects of various kinds which they will apply to this type of facility.
The real need for plutonium and weapons pits handling experience is with the facility designer and
eventual greater, neither of which is the Corps responsibility. However, the Corps has assured me
that they will make special efforts to hire experienced nuclear personnel to work beside and
mentor experienced Corps construction personnel to ensure full understanding of the design
requirements.

Mr. Hobson. How will the Corps be able to operate as an effective construction manager when
the Corps does not hold the contract for the PDCF? What authority will the Corps have over an
NNSA contractor?

Mr. D’Agostino. The NNSA and the Corps have signed an Interagency Agreement in which
the Corps will serve as the construction manager for the PDCF project, providing construction
oversight, management, procurement, and other related functions. Washington Group
International, the PDCF designer, will continue in that capacity. This Interagency Agreement will
enable the Corps to operate as an effective construction manager because it gives the Corps the
authority to manage the construction of the PDCF, which will include hiring and overseeing sub-
contractors.
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ENHANCED SURETY

Mr. Hobson. Mr. D'Agostino, your FY2009 budget request included $10 million for “enhanced
surety” for warheads.
«  How much would it cost to incorporate all technically feasible surety measures into
forward deployed warheads?
» Into warheads not continuously warehoused or supervised in a U.S. military installation,
except for normal surveillance and LEP activities?

Mr. D’Agostino. The Enhanced Surety sub-program of the Engineering Campaign develops
and matures modern weapon safety and use-control technologies. The Department’s request in
Fiscal Year (FY) 2009 for this sub-program is essentially the same as the funding that resulted
from the FY 2008 Consolidated Appropriations Act.

All of the technologies being developed through this sub-program are targeted for the next
insertion opportunities into weapons in the stockpile. Included are advanced firing-sets and
strong-links, surety sensors, power management, and advanced use-denial technologies. All of
these technologies are technically feasible and are being matured at a pace intended to allow them
to be chosen by the weapon system manager, with manageable cost risk, based on Department of
Defense (DoD) requirements.

The forward-deployed weapons based oversees at North Atlantic Treaty Organization bases
already contain capable surety features. However, the surety themes for these weapons were
designed in a different era for protection against different threats rather than for currently
postulated threats of the post-9/11 environment. Current threat scenarios are more robust and must
consider possible thefts and suicide attacks or detonations “in-place.” To protect against these
contemporary threats, somewhat different surety themes and architectures are needed to increase
the time it may take for an adversary to achieve deliberate unauthorized use.

The Department has not developed detailed cost estimates to incorporate these enhanced surety
features under development into forward deployed weapons. Such cost estimates will vary and
depend on the specific work scope and will be determined through the Phase 6.2/6.2A design
definition and cost studies conducted jointly with the DoD. Some legacy stockpile weapons are
easier than others to incorporate and certify surety features into; others, due to tight performance
margins and limited weight and space, do not allow many options to improve their surety.

Hearing Date/Question Number: April 2, 2008 / Question 44
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LANL SPACE AND DEFENSE PROGRAMS

Mr. Hobson. Mr. D'Agostino, please give us an update on the NNSA space and defense

programs currently operating at Los Alamos.

e I[s this program continuing to support NNSA’s core mission?

e How many FTEs at Los Alamos are dedicated to these space and defense programs? What
fraction of the square footage of the bays at TA-55 are dedicated to these non-NNSA
missions?

e If no, is there another part of DOE which should assume contro! of the program?

Mr, D’Agostino. A small element of the Plutonium-238 (Pu-238) mission at Los Alamos
National Laboratory (LANL) is part of the National Nuclear Security Administration core mission.
As a part of the Defense Programs surveillance program, existing milli-watt generators containing
Pu-238 are tested for electrical operability. Some of the units are designated for destructive
analysis which includes metallographic examination of the heat source within the generator.

Approximately 42 full-time-equivalents (FTEs) currently support the Defense Programs and non-
Defense Programs Pu-238 missions at LANL, of which 4 FTEs support the Defense Programs
surveillance program. Pu-238 operations comprise 13.5% of the approximately 60,000 square foot
operating floor space in Technical Area 55 Plutonium Facility 4 (TA-55/PF-4).

Hearing Date/Question Number: April 2, 2008 / Question 45
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ADVANCED CERTIFICATION PLAN

Mr. Hobson. Mr. D'Agostino, in the FY2008 Conference Report, Congress directed the NNSA
to submit a spend plan for the $15 million provided for “Advanced Certification” programs. You
had 60 days after enactment to complete it. Where is it?

Mr. D’ Agostino. We completed the report in February and 1 signed the letters of transmittal on

February 27, 2008. The reports were subsequently hand-delivered to Congress, including two
copies to this subcommittee.

Hearing Date/Question Number: April 2, 2008 / Question 46



146

Defense Nuclear Security Design Basis Threat Request.

Chairman Visclosky. Mr. D’ Agostino, your FY2009 Budget Request includes a
new budget line for Design Basis Threat (DBT). According to your justification, this
new line incorporates funding previously appropriated in several other lines, which now
show cuts. However, these cuts far exceed the amount now in the DBT line.

Please explain the rationale for this net reduction in security spending to comply
with the DBT. Is this reduction because the NNSA will be fully in compliance with the
latest DBT at all of its sites by the end of Fiscal Year (FY) 20087

Mr. D’Agostino. No, NNSA will not be in full compliance with the 2005 DBT at all sites
until FY 2011. The decrease from FY 2008 to FY 2009 largely reflects non-recurring
costs included in the FY 2008 Congressional Budget request for physical security
systems upgrades and maintenance. In addition, the FY 2008 appropriation provided
funding above the request for additional physical and cyber security upgrades that reduce
FY 2009 requirements.

Chairman Visclosky. Please provide, for the record, a comprehensive crosswalk
between “Protective Forces,” Physical Security Systems,” “Program Management,” and
any other account from which funds were transferred to “Design Basis Threat.”

Mr. D’ Agostino. The requested crosswalk is provided for the record.

Defense Nuclear Security
(§ in thousands)

FY 2009 DBT FY 2009

FY 2008 | (old structure) delta Request
Protective Forces 439,106 428,529 -9,835 418,694
Physical Security Systems 120,873 83,416 -6,171 77,245
Transportation 1,007 420 420
Information Security 21,072 25,880 25,880
Personnel Security 29,460 31,263 31,263
Matls Control & Accountability 23,978 35,929 35,929
Program Management 82,627 75,349 -3,278 72,071
Technology Deployment 10,000 9,431 9,431
Design Basis Threat 19,284 19,284
728,123 690,217 0 690,217

Chairman Visclosky. Please provide, for the record, an accounting of the
protective forces level supported with the FY2008 appropriation and that which would be
supported by the FY2009 budget request.
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Mr. D’Agostino. The authorized protective force staffing level for FY 2008 is
2,560 and for FY 2009 it is 2,503.

Hearing Date/Question Number(s): April 2, 2008/Question 47
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INCREASE IN NUMBER OF EMERGENCY RESPONSES

Mr. Hobson. Mr. D’Agostino, your budget request for “Nuclear Weapons
Incident Response” supports the deployment of operational teams to national security
events. In addition to political events such as the State of the Union, these events
include sporting events and other significant public gatherings.

Has the number of these events increased in recent years?

Mr. D’ Agostino. The number of National Security Special Events, as designated
by the Department of Homeland Security, tends to be about ten to twelve each year and,
although the number may vary somewhat, does not increase dramatically year-by-year
because these tend to be well-established events that take place every year, or, if not
every year, on a regular basis (like the State of the Union Address, or the political
conventions).

Overall, however, the number of our deployments has increased, by about 80%
since 9/11 — to approximately 130 deployments per year.

Mr. Hobson. How much will it cost to deploy teams to the 2008 Summer
Olympics in Beijing?

Mr. D’Agostino. We estimate that the cost to the emergency operations office for

deploying teams to the Beijing Olympics will be about $480,000. Other components of
NNSA also provide support.

Hearing Date/Question Number(s): February 28, 2008/Question 48
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NUCLEAR WEAPONS INCIDENT RESPONSE R&D

Mr. Hobson. Mr. D’ Agostino, your budget request for “Nuclear Weapons
Incident Response” notes that a significant portion of your out-year growth would be to
support scientific breakthroughs for the “Render Safe” Research and Development and
Technical Integration programs.

Are these programs cooperative with the Office of Science, or operated
entirely separately?

Mr. D’ Agostino. These programs are operated by the Office of Emergency
Operations in conjunction with NNSA’s Office of Nonproliferation Research and
Development.

Within the non-weapons programs, the Office of Science and the applied
research programs are cooperating to identify areas where they can be
mutually supportive. Would such an approach help your office to meet its
goals.

Wide cooperative efforts would not be desirable or feasible in this case. The type
of research taking place in the render safe program is generally highly classified
and requires a high degree of very specialized expertise that has been developed
within the weapons program.

Hearing Date/Question Number(s): February 28, 2008/Question 49
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NATIONAL NUCLEAR SECURITY ADMINISTRATION (NNSA) COMPLEX
TRANSFORMATION

Congressman Hobson. Can you please explain how a decision on transforming
the complex can be made when there is still no national policy on what our strategic
nuclear weapons posture should be?

Mr. D’Agostino. On March 27, 2008, the Department of Defense (DoD)
delivered to Congress a classified white paper titled National Security and Nuclear
Weapons in the 21" Century. This paper was signed out by both Secretary Gates and
Bodman. This paper is the follow-on to an unclassified paper provided Congress in July
2007 titled National Security and Nuclear Weapons: Maintaining Deterrence in the 21
Century. Together these white papers detail the national security requirements for
nuclear weapons, the rational for the size of the operationally deployed force and the size
of the nuclear stockpile and factors that may drive stockpile size in the future.

Congressman Hobson. This Subcommittee has asked the Department and DOD
to develop such a policy. What is the status of that effort?

Mr. D’Agostino. On March 27, 2008, the Department of Defense (DoD)
delivered to Congress a classified white paper titled National Security and Nuclear
Weapons in the 21" Century. This paper was signed out by both Secretary Gates and
Bodman. This paper is the follow-on to an unclassified paper provided Congress in July
2007 titled National Security and Nuclear Weapons: Maintaining Deterrence in the 21"
Century. Together these white papers detail the national security requirements for
nuclear weapons, the rational for the size of the operationally deployed force and the size
of the nuclear stockpile and factors that may drive stockpile size in the future.

Hearing Date/Question Number(s): April 2, 2008/Question 50, 51
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NATIONAL NUCLEAR SECURITY ADMINISTRATION COMPLEX TRANSFORMATION

Mr. Hobson. Mr. D'Agostino, in December 2007, the Department of Energy’s (DOE) National
Nuclear Security Administration (NNSA) issued its draft Supplemental Environmental Impact
Statement (SEIS) on transforming the nation’s nuclear weapons complex. A final decision has
been promised for the end of fiscal year 2008.

Your draft SEIS contains many interesting proposals to consolidate uranium and plutonium
processing in different configurations. The Consolidated Nuclear Processing Center idea, for
instance, would have all of these materials in one place, where they can be more easily guarded
and where they would pose a much smaller risk to the environment and the public. We need more
thinking like this.

In fact, Mr. D'Agostino, the Overskei Report last year recommended that all weapons
manufacturing be consolidated into one center, with significant cost and security benefits. Your
draft preferred alternative for complex consolidation would take the farthest extreme and keep
manufacturing scattered among many existing sites.
s  Why is NNSA’s recommendation so radically different than that of this distinguished
group?
o Specifically, which components of Overskei's analysis do you disagree with?
¢ Please provide for the record DOE's cost-benefit analysis specifically comparing the
Overskei recommendations with DOE's draft preferred alternative. This analysis shall
clearly explain why the draft preferred alternative is superior to the Overskei report's
recommendations.
* Has the NNSA cost analysis of the alternatives been verified by an independent entity such
as the CAIG?

Mr. D’Agostino. The Overskei Report pointed out the advantages in security and operating
costs to consolidate the major nuclear manufacturing facilities and assembly/disassembly in one
location. We agree that consolidation would generate cost savings in the long term. However, we
are starting with an existing Complex and not a clean sheet of paper. Consequently, we must
consider how our mission is supported during any transition and the value of infrastructure and
trained workforce at existing sites that would have to be replaced if we consolidated to fewer sites.

In support of the current activities related to Complex Transformation, we had independent
business case analyses performed to compare the costs of the various consolidation proposals in
the Complex Transformation Supplemental Programmatic Environmental Impact Statement.
These analyses have been provided to the offices of our four Congressional committees and are
available to the public at www.complextransformationspeis.com. One basic difference between
the Overskel analysis and the independent business case analyses are in the estimates of the time
and cost to construct the new facilities. This leads to a much longer payback period after the
transition. We asked the Department of Defense Cost Analysis Improvement Group (DoD/CAIG)
to review the consolidation alternatives as well. The CAIG stated in a January 10, 2008,
memorandum that: “modernization of the NNSA nuclear weapons production complex would be
most cost effectively accomplished by upgrading the existing complex as opposed to pursuing the
SEAB-recommended CNPC.”

Mr. Hobson. The draft SPEIS calls for the construction of several large expensive facilities at
various NNSA sites across the country. Given the downward-revised requirement for the pits, it
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looks like the plutonium operations could conceivably be continued at an enhanced Los Alamos
operation.
e What similar decisions need to be made before NNSA can make a final decision on the
location of the Uranium Processing Facility?
e What factors would contribute to keeping the uranium facilities at Y-12?
e What changes would Y-12 have to make before it could become the uranium center of the
future?
s What factors would contribute to relocating the uranium facilities at a different location?

Mr. D’ Agostino. Before the National Nuclear Security Administration (NNSA) can make a
final decision on the location of the Uranium Processing Facility (UPF), we need to clearly
understand the costs and risks of moving to alternative locations versus the potential for significant
savings from such re-locations. This comparison is also dependent on our evaluations of how long
the existing facilities could be sustained pending their replacement.

The current Manhattan Project-era facilities at Y-12 are well-beyond their design lifetimes and
expensive to secure against modern threats. Significant investment would be required to bring
these old facilities up to modern safety and security. standards to use them for an extended period.
The NNSA is currently conducting an in-depth business case analysis as a follow-on to the Draft
Complex Transformation Supplemental Programmatic Environmental Impact Statement (SPEIS)
for the specific purpose of determining the most advantageous location for the Uranium Processing
Facility. The results of this analysis will play a significant role in determining the best location for
NNSA uranium center. We are evaluating a variety of discriminating factors, such as operational
and security costs, programmatic requirements (Life Extension Programs, Dismantlement and
Quality Evaluation, Naval Reactor Programs, etc.), transition time frames relating to moving
manufacturing processes from the current Manhattan Project-era facilities to the modern UPF
design, and meeting current Design Basis Threat scenarios. The goal of this business case analysis
is to provide a solid evaluation of alternative sites from which to choose the best location for the
UPF.

Minimizing the cost of transitioning from existing, outdated facilities at Y-12 to smaller, modern,
and less expensive facilities would contribute to keeping the uranium center at Y-12. The site has
natural advantages in an existing trained workforce and a significant amount of support
infrastructure that should remain viable for decades into the future. The cost and risk benefits of
these advantages need to exceed the potential savings from consolidation at another location.

Y-12 is our current uranium center and will have to remain a safe, secure, and cost-effective
alternative to retain that position into the future. Our uranium center at Y-12 would only be
relocated to a different location if there was a significant cost and risk benefit of doing so. Our
initial business case analysis used to select the preferred alternative in the Draft Complex
Transformation SPEIS indicated that Y-12 is the best choice. However, we have elected to
perform a more in-depth second analysis because of the importance of this decision.

Hearing Date/Question Number: April 2, 2008 / Questions 52-53
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NNSA PROJECT MANAGEMENT

Outside organizations, such as the GAO, continue to report on difficulties NNSA and
DOE have with managing projects within cost, scope and schedule.

Mr. Hobson. What specific actions are you taking to improve project management at
NNSA and the Department to ensure that these projects will be completed on time and within
budget?

Mr. D’Agostino. One of my top six priorities, known as Special Focus Areas, is to
improve project management in the NNSA. 1 have formed a team, led by members of the Senior
Executive Service, that has been working for several months and provided me a “blueprint™ for
improving project management in the NNSA. [ have approved that plan, which includes the
following objectives: properly resourcing our projects with qualified personnel; improving the
technical requirements definition process; improving our cost estimating capability; improving
our acquisition planning/contracting capability; improving our ability to identify and manage
project risks, and; clarifying the roles, responsibilities, authorities, and functional accountability
of the NNSA individuals involved in planning and executing our construction projects.

I continue to closely monitor the progress and direction of an effort led by the Office of
Engineering and Construction Management to conduct a Root Cause Analysis Workshop and to
develop a Corrective Action Plan aimed at improving DOE project management. This DOE-
wide effort is endorsed by the OMB and the GAO, if successful, will allow the GAO to remove
us from their High Risk List for project and contract management. The NNSA has been a major
participant in this and we are actually out in front of the rest of the Department in implementing
corrective actions resulting from that effort. In addition, we are looking at some alternate models
for project construction management, such as hiring the US Army Corps of Engineers to manage
construction of the Pit Disassembly and Conversion Facility (PDCF.)

Mr. Hobson. Mr. D’ Agostino, are you as the NNSA Administrator receiving monthly,
and accurate, earned value reports on all of your major NNSA construction projects? Are you
receiving eamned value reports on your major operating (i.e., non-construction) projects? If not,
why not?

Mr. D’ Agostino. Each month, I and all senior NNSA managers receive Earned Value
information on all of the line item and operating funded NNSA construction projects. The report
contains earned value information on forty-one major NNSA construction projects and is verified
and validated by each of my Site Offices. Also included in the monthly report is a status on the
number of certified federal project directors managing and available to manage each major
NNSA construction project, as well as an indicator of the health of each construction project.
Should a project status change and the health of the project come into question, an explanation
for the change is noted, a corrective action identified, and follow-up is expected by the next
month.
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The DOE Office of Engineering and Construction Management requires earned value
reporting on only major, line item construction projects. However, the NNSA is proactively
pursuing earned value on non-construction projects. Senior staff members from the NNSA are
working with the Office of Engineering and Construction Management to review and certify the
earned value management systems of all major NNSA contractors. While performing
certification reviews, the teams use non-construction projects to verify contractors are using
earned value globally. Iam proud to say that most of the Earned Value Management Systems of
our Management and Operating contractors have been, or are in the process of being,
independently validated as being in compliance with the ANSI earned value guidelines for
construction projects and environmental projects. In this regard, we are leading the rest of the
Department. We are also applying classic project management tools and processes to our
operating projects as part of our Enhanced Management initiative in Defense Programs. By
using these best practices, we are helping to improve the efficiency and accountability in our
non-construction program areas.

Hearing Date/Question Number(s): April 2, 2008/Question 54
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RELIABLE REPLACEMENT WARHEAD

Mr. Hobson. Mr. D'Agostino, Congress zeroed out funding for the Reliable Replacement
Warhead (RRW) in FY 2008, finding that such activities were premature without a national policy
on our nuclear deterrent. Yet, we find that NNSA is requesting about $40 million in three different
areas to support further RRW work.

e Why is NNSA requesting these funds?
e In two separate areas, funding is being requested for the same reason—to answer
comments from in the JASON review. What is different about these two funding requests?

Mr. D’Agostino. The funding requests are for related but unique activities. Funding that
specifically applies to the Reliable Replacement Warhead (RRW) is located within Directed
Stockpile Work (DSW). The $10 million is requested in Fiscal Year (FY) 2009 to continue the
Phase 2A study by enabling maturation of the selected RRW design to address specific design
certification issues raised by the JASON review. An additional $10 million of work on science
and engineering certification tools is included in the Science and Engineering Campaigns. This
continuing effort to understand weapon performance issues relating to legacy and future systems is
focused on resolving stockpile issues and is not RRW-specific.

The last funding area is for $20 million and deals with the broader issues of certification raised by
the JASON RRW review. This work will be performed in the Advanced Certification activity of
the Science Campaign, consistent with the FY 2008 Consolidated Appropriations Act.

Mr. Hobson, Mr, D’Agostino, when [ was Chairman, [ understood that we had essentially a
black-and-white choice when it comes to the future of our nuclear stockpile. Either we pursued
RRW, with all of the surety and reliability benefits built-in, or we would have a larger, less-secure
stockpile whose increasing age would move us toward having to restart active testing. Now, this
was some time ago, and yet we’re still retreading old ground. As my old friend Yogi Berra once
said, “When you come to a fork in the road, take it.”

» Have these conclusions changed? Is there another option or another fork in the road that we
should be considering?

Mr. D’Agostino. The National Nuclear Security Administration (NNSA) continues to believe
that the warhead features characteristic of Reliable Replacement Warhead (RRW) designs are
important improvements to increase security and to ensure long-term confidence in warhead
reliability and a correspondingly reduced need to carry out a nuclear test to resolve technical issues
and therefore, ensuring the future of our nation’s nuclear deterrent.

NNSA previously informed Congress that if RRW was not supported, it would need to rely on the
strategy of life extensions of Cold War legacy warheads, and that there would be increased risk,
absent nuclear testing, in assuring the long-term reliability of that stockpile. The Life Extension
Program can not achieve the improved margin and surety attributes of the RRW since those
enhancements require remanufacture of the pit.

Hearing Date/Question Number: April 2, 2008 / Questions 55-56
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Staffing of Security Oversight Programs and DOE and NNSA Site and Operations
Offices

Chairman Visclosky. Having sufficient staff to oversee the security programs of
its contractors has been a persistent problem. A number of independent assessments have
identified challenges regarding DOE’s federal security workforce that have made it
difficult for the Department to effectively oversee security activities. These challenges
include: (1) the number and mix of the federal security staff, (2) the near-term retirement
eligibility of a significant percentage of the security workforce, and (3) the lack of
professional development and training programs.

What efforts have been taken to improve security oversight at the site office
level?

Mr. D’Agostino. In accordance with Public Law 106-65, the Chief of Defense
Nuclear Security at the National Nuclear Security Administration oversees the
performance of site office and contractor operations to ensure programmatic and security
expectations are fully met. Programmatic oversight is executed through the annual
Contractor Performance Evaluation process and security oversight is carried out through
arigorous Performance Assurance Program that evaluates the effectiveness of the site
office and contractor security programs annually. Security oversight through the
Performance Assurance Program is also focused providing the NNSA’s and
Department’s leadership with early and continuous feedback through an annual series of
internal self-assessments, site office reviews, and Headquarters formal evaluations.

In May 2007, the Acting NNSA Administrator identified areas in which
additional federal management oversight should be applied. The Federal Oversight of
Physical Security team was established to refine expectations and practices for federal
oversight of the M&O Contractors. The Federal Oversight of Physical Security team
completed its review and issued a final report on January 7, 2008, that identified more
than 30 individual recommendations that would significantly improve the quality of
security oversight. These recommendations are being implemented at the site offices as
appropriate. The one overarching action for implementation is defining and
promulgating an NNSA risk-based oversight framework that captures the best ideas of
the systems in place today. The framework will be specific enough to accomplish the
desired outcome, but flexible enough to permit tailoring to each site. It is anticipated that
this document will be completed by mid-2008.

Chairman Visclosky. Which NNSA site offices are currently experiencing
staffing shortfalls?

Mr. D’Agostino. Currently, all NNSA site offices are experiencing minimal
security-related staffing shortages. There are actions in process to hire staff needed to fill
the vacancies. However, most security staffs are responsible for multiple programs and
maintain a large workload.
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Chairman Visclosky. What efforts have been taken to ensure that site office
security staff receives ongoing training? Has a professional development program been
implemented?

Mr. D’Agostino. NNSA ensures site office’s security staffs are fully prepared to
execute their program management and oversight responsibilities through the formal
security Training and Qualification Program (TQP) and similar programs. To obtain
qualification, security personnel must successfully complete 57 required competencies in
the areas of physical security, personnel security, information security, and material
control and accountability. Once qualified, security personnel are required to re-qualify
every three years. Currently in NNSA, there are 34 enrolled in the TQP or similar
program, of those, 13 are certified.

Chairman Visclosky. How is DOE determining its long-term security staff needs?

Mr. D’ Agostino. Traditionally, DOE security staff have been developed
primarily from internal on-the-job training programs of more or less formality and the
injection of experienced security personnel from other agencies such as the Departments
of Defense, Justice, and Treasury and various state and local law enforcement agencies.
Specific topical training has been and continues to be provided by the National Training
Center and its predecessors.

The opportunity to support this extensive (and long term) mentoring and on-the-
job training practice arose because of the relatively large security staffs at DOE
Operations Offices ten to fifteen years ago. These staff sizes have been decreasing for
many years and, since the formation of the National Nuclear Security Administration
(NNSA) in 1999, have undergone an accelerated staff reduction in response to the NNSA
model of reduced Federal oversight of National Laboratories and Management and
Operating contractors. As the number of positions decreased, they were increasingly
filled by more senior employees who had the training and experience to function alone or
with minimal supervision, thereby eliminating the previous growth path for young
security professionals.

Today, the Department is transitioning to a new career development model for
security staff that emphasizes more rapid growth through a more aggressive use of
individual development plans keyed to job task analyses and a greatly increased
curriculum at the National Training Center that emphasizes not only technical subjects,
but also leadership and management training. However, the Department is facing a
significant hurdle in implementing this new process. The limited number of security staff
positions within the Department creates an imperative to fill those positions with trained,
experienced, and highly professional individuals to provide adequate security policy and
day-to-day oversight of the Department’s complex security operations. Yet filling the
available positions with senior personnel does not allow the hiring and development of
the young security professionals who will be needed to succeed current staff within a few
years. As a result, the Department’s new approach has promise, but creating security
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staff positions with a focus on professional development rather than immediate
operational necessity remains a challenge.

Hearing Date/Question Number(s): April 2, 2008/Question 57
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DOD AND NUCLEAR WEAPONS

Congressman Hobson. Mr. D’ Agostino, this Committee continues to struggle
with the relationship between DoD and the Department of Energy. In other settings,
members of this Subcommittee have even heard the Deputy Secretary of Defense claim
he never knew that DOE paid for weapons construction. Given how little regard DoD
seems to pay to the Department of Energy’s efforts, please explain why this
Subcommittee should fund the full costs of nuclear weapons design and production, the
full costs to modernize the DOE weapons complex, the full costs for Life Extensions of
existing warheads, and even the full costs to dismantle obsolete warheads.

Mr. D’Agostino. The Department of Energy through the National Nuclear
Security Administration is responsible for nuclear weapons design, production and
eventual dismantlement. In 1947 nuclear weapons development and production was
transferred from the Department of Defense to the newly created Atomic Energy
Commission in accordance with the Atomic Energy Act of 1946. As the successor to the
Atomic Energy Commission, the Department of Energy continues its national security
role of developing, manufacturing, maintaining and eventually dismantling nuclear
weapons. Our customer, the Department of Defense, is responsible for developing and
producing nuclear weapons delivery systems, but not the actual nuclear warhead.

Nuclear weapons continue to be the ultimate guarantor of the nation’s sovereignty
and are fully supported by the Department of Defense. On March 27, 2008, the
Department of Defense (DoD) delivered to Congress a classified white paper titled
National Security and Nuclear Weapons in the 21" Century. This paper was signed out
by both Secretary Gates and Bodman. This paper details the continuing national security
requirements for nuclear weapons, the rational for the size of the operationally deployed
force and the size of the nuclear stockpile and factors that may drive stockpile size in the
future.

Congressman Hobson. Why isn’t DoD, the military customer with the need for
nuclear weapons, funding more of these activities?

Mr. D’Agostino. The Department of Energy through the National Nuclear
Security Administration is responsible for nuclear weapons design, production and
eventual dismantlement. In 1947 nuclear weapons development and production was
transferred from the Department of Defense to the newly created Atomic Energy
Commission in accordance with the Atomic Energy Act of 1946. As the successor to the
Atomic Energy Commission, the Department of Energy continues its national security
role of developing, manufacturing, maintaining and eventually dismantling nuclear
weapons. Our customer, the Department of Defense, is responsible for developing and
producing nuclear weapons delivery systems, but not the actual nuclear warhead.
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DOD AND NUCLEAR WEAPONS

Ranking Member Hobson: Admiral Donald, there is discussion about expanding the
Navy’s use of nuclear power for its surface fleet.

If the decision is made to build more nuclear-powered surface vessels, will Naval
Reactors have to design a new reactor, or can you adapt an existing design?

Will the actual costs of producing new reactors for Navy vessels be paid by Naval
Reactors in DOE, or by the Department of Defense?

Admiral Donald: Any decision about propulsion type for the next-generation cruiser
is on hold until the final decisions in the CG(X) Analysis of Alternatives are made on the
ship’s mission, capabilities, and the technologies with respect to the radar and missile
systems. Should the Navy decide to proceed with nuclear power for CG(X), we currently
plan to modify one existing GERALD R. FORD class reactor plant to meet the energy
and power demands and naval architecture requirements for a CG(X). Modification of
the existing reactor plant will require some redesign work to support insertion in a cruiser
size ship. Also, a new design reactor may be required depending on Navy decisions on
service life and power/energy requirements for the class.

The Navy will continue to pay for the costs associated with producing and
manufacturing components for new reactors.

Hearing Date/Question Number(s): April 2, 2008/Question 58
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Congressman Hobson. Why isn’t DoD following the same model used by Naval
Reactors, where DOE funds the research and development costs and DoD pays for the
production costs?

Mr. D’Agostino. The Department of Energy through the National Nuclear
Security Administration (NNSA) is responsible for nuclear weapons design, production
and eventual dismantlement. In 1947 nuclear weapons development and production was
transferred from the Department of Defense to the newly created Atomic Energy
Commission in accordance with the Atomic Energy Act of 1946. As the successor to the
Atomic Energy Commission, the Department of Energy continues its national security
role of developing, manufacturing and eventually dismantling nuclear weapons. Our
customer, the Department of Defense, is responsible for developing and producing
nuclear weapons delivery systems, but not the actual nuclear warhead. Additionally
Department of Defense is responsible for maintain nuclear weapons while in their
custody.

The Naval Nuclear Propulsion Program (Naval Reactors) is an integrated program
carried out by two organizational units, one in the Department of Energy and the other in
the Department of the Navy. Both organizational units are headed by the same individual
so that the activities of each may continue in practice under common management. The
organization structure and responsibilities are set forth in Executive Order 12344 of
February 1, 1982, (42 U.S.C 7158) and section 1634 of the Department of Defense
Authorization Act, 1985 (Public Law 98-525; 42 U.S.C 7158). Unlike NNSA’s weapons
responsibilities, Naval Reactors is responsible for all aspects of management of naval
nuclear propulsion plants—design, development, production, operator training, operation
and maintenance, and finally decommissioning and dismantlement.

Hearing Date/Question Number(s): April 2, 2008/Question 59
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DECLASSIFYING THE NUMBER

Congressman Hobson. Mr. D’Agostino, I have been pushing to declassify the
total numbers of weapons in our stockpile for years, and the Administration has resisted
declassifying these numbers. I suspect our potential adversaries know the number of U.S.
nuclear warheads with much better precision than do the Members of Congress.

Why has the Administration resisted declassifying these numbers so strongly?

Mr. D’Agostino. I have taken steps within the Administration to request that that

the total annual stockpile number be declassified while taking into account that any
national security potential issues are addressed.

Hearing Date/Question Number(s): April 2, 2008/Question 60
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SURETY REQUIREMENTS

Mr. Hobson. Mr. D'Agostino, we appreciate that the Department of Defense provides the
specifications for required nuclear weapons, including their surety components, and DOE provides
the weapons to meet those requirements. However, given the recent problems that DOD seems to
be experiencing regarding the handling of these weapons, I can't help but wonder whether NNSA
shouldn't take a more proactive role in ensuring the weapons it provides are properly safeguarded.
And by “properly”, I mean “to the maximum extent necessary.”

¢ Tell me, is it possible to include too many surety safeguards on our nuclear weapons?

¢ Has the NNSA ever said to DOD that the surety aspects that DOD has requested are

insufficient to adequately protect the weapon?

Mr. D’ Agostino. Surety technologies must be implemented as a system such that they work
together to provide safety and prevent unauthorized use while still ensuring authorized use. The
key point here is that it is a system, and individual surety features, should not be added without
careful consideration of the entire system and the implication on military performance, safety, and
use control. The baseline designs put forward for the Reliable Replacement Warhead (RRW)
demonstrated this system approach by assuring robust safety and use control in systems that met
the military performance requirements. As there are constant tradeoffs between security features,
performance, cost, etc., it is therefore possible to include too many surety features. The proper
balance was obtained with the first RRW design.

Some in the Department of Defense (DoD) prefer security (guards, physical barriers, etc.) to
internal weapon feature improvements citing reliability and performance concerns. Surety systems
provide protection during both DoD and National Nuclear Security Administration custody of the
system, and both Departments have a responsibility to enhance weapon surety features when
opportunities, such as major refurbishments or replacement warhead programs, present
themselves. All of our weapons were designed well before 9/11; the threat has dramatically
changed since that time.

Hearing Date/Question Number: April 2, 2008 / Question 61
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MATERIALS CONSOLIDATION

Mr. Hobson. Mr. D’Agostino, in the FY 2008 Omnibus the Committee provided
funding to continue renovation of two buildings at Idaho National Laboratory. The
Committee intends these buildings to help the Department with a secure, alternative site
for material consolidation. We have been informed that the NNSA does not intend to
follow this Congressional direction and would like to transfer this funding to a different
project.

The Committee provided these funds for several reasons, including to provide a
backup to consolidation plans at the Savannah River Site, and to provide a secure place to
store sensitive material before it is moved for the Idaho National Laboratory site.

Why is the NNSA willfully in non-compliance with Congressional direction?

Mr. D’ Agostino. Sir, NNSA does not take actions that are in non-compliance with
Federal law.

Because NNSA does not have any identifiable mission use for these buildings, which
is a essential element of DOE Order 413.3, we are currently reviewing other potential
uses for the associated appropriations identified in the report language. The potential
uses are for activities of high priority to this Committee, the Department, and the public.

Mr. Hobson. Why does anyone in the NNSA belicve they have the discretion to
ignore clear Congressional direction?

Mr. D’Agostino. No one in NNSA believes that they have the discretion to ignore
clear Congressional direction. Any funding reallocation would be proposed to Congress
within the guidelines of the reprogramming.

Mr. Hobson. Are there any other instances where the NNSA is not following
Congressional direction for FY 2008, or is it only this House priority that you are
ignoring?

Mr. D’Agostino. Congress has recognized, through the existing reprogramming
processes, that there are occasional legitimate requirements necessitating changes to
Congressional appropriations during the fiscal year. As these situations arise, we will
continue to request approval of the cognizant Congressional committees.
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Mr. Hobson. It seems that part of your argument for not executing the renovation of
these two buildings at Idaho is that the Idaho National Lab is not officially part of the
NNSA and that the NNSA has no existing mission at INL.

Is that a correct understanding?

Mr. D’Agostino. No, sir that is not a correct understanding. NNSA has a number of
ongoing programs at INL, such as the Naval Reactors program, and in fact, one of the
potential uses for the funds requested for reprogramming is for work at INL. We have
identified these funds as a potential reprogramming source because NNSA has no
mission requirement for these specific buildings and it would be inconsistent with DOE
Order 413.3 to fund the refurbishment of these facilities.

Mr. Hobson. How would you characterize the Naval Reactors mission at Idaho? Isn’t
Naval Reactors part of the NNSA, so doesn’t that mean that NNSA does already have
legitimate mission at Idaho?

Mr. D’Agostino. Yes, NNSA has a number of ongoing mission activities at INL,
including support for the Naval Reactors program.

Mr. Hobson. The NNSA is contributing toward the cost of a new building at the
Pacific Northwest National Laboratory. Was the PNNL designated in the NNSA Act as
part of the NNSA? If not, then it seems you do have the ability to spend NNSA funding
at non-NNSA sites.

Mr. D’Agostino. NNSA funds the support of NNSA mission activities at a number of
sites not designated by the NNSA Act as part of the NNSA, including the Pacific
Northwest Laboratory, the Idaho National Laboratory, and a number of colleges and
universities. However, we have no particular mission need for Buildings 651 and 691 in
Idaho, and as such, would be entirely inconsistent with DOE Order 413.3 to pay for the
refurbishment of facilities for another program’s use.

Hearing Date/Question Number(s): April 2, 2008/Question 62, 63
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Mr. Hobson. Has the reporting chain for the Corps shifted yet to Nuclear Energy, or is it caught
in this embarrassing attempt by the Department to justify holding both PDCF and MOX in NN?

Mr. D’Agostino. Consistent with my direction to transfer the PDCF project from the Office of
Defense Nuclear Nonproliferation to the Office of Defense Programs, the reporting chain for the
Corps has shifted to Defense Programs.

Mr. Hobson. Are there other components of NNSA's mission that we should be considering
asking the Corps to complete?

Mr. D’Agostino. The Corps has been involved in construction programs within the nuclear
weapons complex in various capacities over the years, including the construction of nuclear
facilities at Los Alamos and Rocky Flats, as examples. The Corps has expertise in providing
design and construction management services that NNSA would choose to exploit when
appropriate. Currently, the Corps is contributing its expertise to NNSA as the construction
manager for PDCF and is providing similar services at Pantex for various projects. NNSA is
contemplating expanding the role of the Corps at Pantex and will make decisions about expanding
the role based on current performance. Additionally, NNSA is using the Corps in support
functions for other NNSA projects as well, such as providing expert cost estimate review for the
Chemistry and Metallurgy Research Building Replacement Project. NNSA will continue to
consider utilizing the expertise available from the Corps in various capacities in the future, in
conjunction with attaining these services within NNSA and/or from other external sources.

Hearing Date/Question Number: April 2, 2008 / Question 64
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OFFENSE, DEFENSE

Congressman Hobson. Mr. D’Agostino, DOE programs to protect the United
States can be divided conceptually into offensive programs (the production of nuclear
weapons) and defense programs (non-proliferation programs). Each year we have to
juggle this balance while we try to plug the hole in the water budget that the
Administration always hands to us.

Please explain to us how you see the state of play between offensive and
defensive programs. What changes have taken place in the last several years?

Mr. D’Agostino. NNSA’s weapons activities and nonproliferation programs
complement each other. For example, in 2002, President Bush and President Putin
signed the Moscow Treaty, which will reduce the number of our operationally deployed
strategic nuclear warheads to 1,700 to 2,200 by 2012. In 2004, the President issued a
directive to cut the entire U.S. nuclear stockpile—both deployed and reserve warheads—
in half by 2012. But this goal was later accelerated and achieved 5 years ahead of
schedule in 2007. As of the end of 2007, the total stockpile was almost 50 percent below
what it was in 2001, when the President took office.

On December 18, 2007, the White House announced the President’s decision to
reduce the nuclear weapons stockpile by another fifteen percent by 2012. This means the
U.S. nuclear stockpile will be less than one-quarter its size at the end of the Cold War—
the smallest stockpile in more than 50 years. Reductions in the stockpile combined with
an increase in warhead dismantlements are a great example of how Defense Programs is
working with Defense Nuclear Nonproliferation in sending exactly the right message
around the globe.

Additionally the scientific and technical expertise at the national laboratories
required to maintain and advance the nuclear deterrent is the same expertise needed by
our nonproliferation programs. Defense Nuclear Nonproliferation leverages and is a
beneficiary of the weapons program, indeed Defense Programs provides the technical
foundation required for many nonproliferation activities.

Congressman Hobson. What changes do you see coming down the road? What
budget implications do these have?

Mr. D’Agostino. NNSA sees three major changes in the future that may have
budget impacts. The first is the completion of significant nonproliferation work in Russia
by the end of the decade. Once work in Russia is completed, NNSA will need to focus
on similar work in other nations. The second challenge NNSA will face is the worldwide
growth in nuclear power. This expansion will be a nonproliferation challenge to ensure
civilian nuclear programs are not used as a cover for covert weapons programs. The third
major challenge NNSA will face is transforming the complex and the stockpile. NNSA’s
plans for Complex Transformation will lead to a smaller, more efficient, interdependent
and responsive complex. Similarly, reliable replacement concepts—coupled with a
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responsive infrastructure, may allow for safer, more secure, more reliable and smaller
nuclear stockpile.

Hearing Date/Question Number(s): April 2, 2008/Question 65
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MARKETING, LOBBYING, AND GOVERNMENT RELATIONS

Chairman Visclosky. Are any of the funds that we appropriate to the labs to support
NNSA missions being used by the labs to market their services to other agencies or to
lobby Congress for increased funding?

Mr. D’ Agostino. Lobbying activities are unallowable by the express provisions of
the M & O contracts, and by federal law and regulations, under their Statements of Work
(SOW), the laboratories are required to conduct communications, information, public
participation and public affairs programs. The SOWs further require that the laboratories
engage in liaison and consultation activities with local, state, Native American, federal
agencies and Congressional offices to keep these constituents informed of their activities
and programs. Clause 952.204-75 of the DEAR, which is included in these contracts,
also directs the contractors to conduct proactive public affairs programs in coordination
with the Department of Energy.

Therefore, the cost of conducting informational and educational public affairs
programs are allowable under FAR 31.205-22 and appropriately charged to the contract.
Additionally, under DEAR 970.3102-05-22, the costs of providing technical and factual
presentations relating to the performance of the contract to Members of Congress or
congressional staff are allowable, if requested by the Member or staff or if directed by the
Contracting Officer.

To the extent that any of the laboratories incurred costs related to lobbying or
political activities, those costs would be unallowable and must be paid for with non-
appropriated corporate resources. For example, Los Alamos National Security (LANS),
informs us that as a follow-up to a recent compliance review, it is reviewing the internal
policies and procedures in place at Los Alamos National Laboratory to ensure that all
lobbying or political activities made unallowable by the contract are properly identified,
segregated and paid from non-appropriated corporate resources.

Chairman Visclosky. The new contract teams for Los Alamos and Lawrence
Livermore exist only for those particular contracts. The LANS and LLNS contractor
teams do not have other DOE work. So how do these contractors fund the cost of their
lobbying and government relations offices, if not by using our appropriated funds?

Mr. D’Agostino. As discussed in the answer to above, costs that comport with the
respective M & O contracts cost principles are paid out of contract funds using
appropriated monies. To the extent they incur unallowable costs related to lobbying or
political activities, they are paid out of profits or other corporate resources. Corporate
resources and profit earned on a federal contract are not “appropriated funds” for
purposes of the Byrd Amendment or the Federal Acquisition Regulations implementing
the Byrd Amendment. OMB Governmentwide Guidance for New Restrictions on
Lobbying, 55 Fed. Reg. 24540-01 (June 15, 1990); see also FAR 52.203-12(b)(2) (noting
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that appropriated funds do not include profit or corporate resources received under a
contract).

Chairman Visclosky. I understand that Los Alamos has retained a public relations
expert to sell the public on expanding plutonium production at Los Alamos.

* Do you consider such PR a legitimate task for Los Alamos?

e Was this public relations campaign launched at the lab's initiative, or was the
decision made by the NNSA?

o How is this PR campaign funded - are any Energy and Water appropriations being
used to convince the public in northern New Mexico that they should support
expanded pit production at Los Alamos?

Mr. D’Agostino. As a matter of practice, many of our contractors retain public
relations firms to fill personnel gaps or to help them better communicate with their
stakeholders. Each of these is reviewed by the relevant contracting officer for their
allowability as a matter of course. For the specific instance referenced in the question,
NNSA did not instruct LANS to retain a public relations firm or to engage in a public
relations campaign. LANS retained the services of the firm to provide advice to LANL
personnel who are tasked with providing accurate and factual information to the public
and federal, state and local governments concerning the proposed facility expansion at
LANL. The intent was to ensure that LANL personnel were communicating clearly and
effectively concerning the site and the proposed facility expansion. No formal allowable
cost determination has been made by NNSA because LANS has decided to pay for these
services from its non-appropriated corporate resources.

Hearing Date/Question Number: April 2, 2008 / Questions 66-68
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PIT PRODUCTION

Mr. Hobson. We understand that DoD has determined that an annual pit production
rate of 80 pits per year should be sufficient to meet future needs. Is this correct?

Mr. D’Agostino. Yes. In recent discussions, the Nuclear Weapons Council has
indicated that 80 pits per year production rate is sufficient to meet future stockpile
support requirements based on current stockpile planning.

Mr. Hobson. This task is far different if we are producing 80 pits per year of the same
warhead type, versus 8 different pit types. Do we have any detail on how many different
pit types would need to be produced annually?

Mr. D’Agostino. Once the pit manufacturing capability is established at 80 pits per
year, the equipment would allow for as many as two different pit types to be
manufactured at the same time. Although manufacturing two different pit types could be
sustained, it is envisioned that this configuration would primarily be used during the
transition from one pit type to the next to reduce down-time and sustain output. During
the time period of transition, scheduling between the two different pit types would keep
output to maximum. Once the first pit type had concluded and the second pit type was
into war reserve production, maximum production output would be focused once again
on a single pit type. The manufacturing schedule would take into account the required
number of pit types and the time required for replacing those currently in the stockpile.
It is not envisioned that all pit types would be required to be replaced at the same time.

Mr. Hobson. This Committee has concerns about the quality of pit production. In
other words, it is not enough to claim that Los Alamos can product X number of pits per
year, but these pits must be of sufficient quality that can go into our war reserve. Is the
NNSA applying the requirements of DOE Order 413.3 to pit production? If not, please
explain why not.

Mr. D’Agostino. The National Nuclear Security Administration (NNSA) is applying
the requirements of Department of Energy (DOE) Order 413.3 (which applies to general
construction and nuclear operations) to pit production including Quality Assurance.
Although not a construction project, the requirements of DOE Order 413.3 are being
followed. Quality Assurance requirements for War Reserve “product” are based on
adherence to 10 CFR 830 Subpart A as an umbrella and the most rigorous product quality
standard, NNSA’s Weapons Quality Criteria (QC-1) requirements for nuclear weapons
product. All War Reserve products, to include pits, must meet these quality
requirements. In addition to the Los Alamos National Laboratory acceptance, these
products were also examined from a quality validation perspective by the NNSA’s Los
Alamos Site Office as part of the contract deliverable acceptance process. As with any
war reserve product, no pits are permitted to be War Reserve and be assembled into
warheads without adhering to the stringent Quality Assurance requirements called for
under both 10 CFR 830 Subpart A and more specifically NNSA QC-1.
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Mr. Hobson. Are you requiring the submission of monthly earned value management
system reports for Los Alamos pit production? If not, please explain why not.

Mr. D’ Agostino. Yes. Pursuant to Division C of the Consolidated Appropriations
Act, 2008 (P.L. 110-161), the NNSA provides to the Congress Pit Production Quarterly
Reports on pit manufacturing and pit technology activities which utilize data, trends, and
analysis from the monthly earned value management system reports.

Mr. Hobson. We should not be paying Los Alamos for the production of substandard
pits; we should only pay for the output of war-reserve quality pits. Is the compensation
of the Los Alamos contractor tied in any way to this quality output? If not, why not?

Mr. D’Agostino. The number of pits required of Los Alamos National Laboratory
(LANL) to be manufactured and quality accepted within any fiscal year is a performance
measure defined within the Performance Evaluation Plan for LANL. Compensation
through an award fee is based on an assessment of LANL’s achievements against all
performance measures within the Performance Evaluation Plan.

Hearing Date/Question Number: April 2, 2008 / Questions 70-74



173

ENHANCED PENSION AND POST-RETIREMENT BENEFITS AND LDRD FOR
WEAPONS LABS

Chairman Visclosky: Emplovees at the weapons labs already enjoy unusually high
salaries, supposedly because these salaries are necessary to attract and retain qualified
employees to these laboratories. Now we learn that the same is true for the pensions and
post-retirement benefits for retired employees from these labs.

Is this special treatment for the employees of these three labs still justified?

Mr. D" Agostino: We have undertaken major initiatives at all three labs to ensure pay and
benefits are competitive with the market and reasonable to the Government. The LLNL
and LANL contracts have new second tier benefits programs that are market based, The
new market based plans do not include a Defined Benefit Plan. Instead, they include a
Defined Contribution Plan and provide access only retiree medical benefits. A decision
was recently made with regard to Sandia National Laboratory (SNL) to require the
tmplementation of a second tier market based benefits program for new employees and is
expected to be implemented by years end. In addition, LLNL and LANL have contract
clauses that include the additional requirement to conduct Benefits Cost Comparison
Studies as well as Benefit Value Studies.

What are the recruiting and retention trends for the past five years for the three weapons
labs? Please provide detailed supporting data for the record.

6.3 9.7 78 63

LANL 3.3
LINL 5.1 3.8 6.8 8.4 10.1
SNL 4.7 4.0 4.3 48 6.1

LANL

91% 88.3%
LLNL 92% 83% 89% 7
SNL 50.4% 50.4% 92.8% 88.6% 87%
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ENHANCED PENSION AND POST-RETIREMENT BENEFITS AND LDRD
FOR WEAPONS LABS

Mr. Hobson. The weapons labs also charge the highest rates of any DOE labs for Laboratory
Directed Research and Development, again, ostensibly for recruitment and retention. Are these
high LDRD rates still justified, and if so, is recruitment and retention still the reason?

Mr. D’Agostino. These rates are still justified to meet National Nuclear Security
Administration (NNSA) recruitment and retention goals, but more importantly, they are integral to
building vital laboratory capabilities needed to execute Department of Energy and NNSA
missions. Since the NNSA laboratories are focused on applied national security and defense
missions, a high percentage of their programmatic funding is devoted to the application and
deployment of technology with less funding available for basic and applied research. As a
consequence, adequate Laboratory Directed Research and Development (LDRD) funding for
foundational science and technology is essential for maintaining the long term scientific and
technical vitality of the weapons labs core capabilities. The Office of Science laboratories have a
significantly higher percentage of direct resources and funding devoted to basic or applied
research, and their needs for LDRD are, consequently, significantly lower.

The LDRD program has indeed served as a foundation for the NNSA laboratories to attract and
hire many scientists. For example, LDRD has supported nearly one-half to two-thirds of the
postdoctoral researchers at the laboratories. The LDRD program also provides opportunities for
collaboration with universities and other research organizations, thereby providing a pipeline for
new employees. As a retention tool, LDRD provides scientists with funding to perform basic and
applied research on the cutting edge of their field, improve their technical skills, and make
scientific contributions in their fields.

Mr. Hobson. Does LDRD allow the weapons to develop new technologies that they can then
market to other agencies or to other non-NNSA programs? Is that a legitimate use of taxpayer
funds?

Mr. D’Agostino. Laboratory Directed Research and Development (LDRD) funds high risk,
leading edge research and development with the potential for muitiple benefit to a variety of
national security missions. -The National Nuclear Security Administration (NNSA) seeks to make
the scientific and technical capabilities of its national laboratories, including those innovative
technologies derived from LDRD, available to all Federal government entities. Scientific and
technological breakthroughs at the weapons labs are applied to address national security needs,
independent of the boundaries of benefiting Federal agency. For example, improving our basic
understanding of tritium in weapons, funded by LDRD, provides knowledge for alternative
hydrogen energy use. Advances in nanotechnology sensors have applications in weapons, but also
in bio-security, agriculture and remote sensing that can benefit agencies throughout the Federal
government. The principles and approaches that provide solutions to NNSA's needs for radiation
hardened materials apply to the Department of Energy’s needs for nuclear reactors or the National
Aeronautics and Space Administration’s needs for robust satellite electronics.

Ensuring that the taxpayer's investment in innovative science and technology is available and used
to the best advantage across all Federal agencies is a key responsibility of the NNSA laboratories,
whether that investment was made through LDRD funding or weapons program funding.
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MOVEMENT OF MOX PROGRAM FRON NNSA TO NE

Chairman Visclosky. As you know, Congress explicitly moved the MOX project
out of the NNSA to the Office of Nuclear Energy, and the funding along with it.
Apparently, your General Counsel has made an interpretation that the NNSA Act
precludes the transfer of project management out of the NNSA, so this project continues
to be managed within the NNSA despite explicit direction from Congress to the contrary.
This is one of those "Alice in Wonderland" moments I sometimes get in this job. Here we
have you, the Administration, telling us, Congress, that we can’t do something, because
you have decided that we have told ourselves we can’t do it...even when we tell us we
can. As Alice said, "I can't put it any more clearly, sir, because it isn't clear to me."

Please summarize your rationale for not moving the management of the program
out of the NNSA.

Mr. D’Agostino. The Office of the General Counsel has advised me as follows:
the Consolidated Appropriations Act, 2008, does not contain language that addresses
organizational or management responsibility. It does not make appropriations “to”
identified components within the Department, but rather provides funding for the purpose
of carrying out certain broadly-described activities as are authorized by the Department
of Energy Organization Act or other cited statutes. While the committee report
accompanying the Act does address program responsibility, such reports are not law.
Only the provisions of the enacted statute apply, and the enacted statute contained no
provisions changing the NNSA Act, including its restrictions on the Secretary’s internal
reorganization authority. Accordingly, the Secretary cannot effectuate the desires
expressed in the committee report but not contained in the enacted statute concerning
which organization and office should manage the MOX project.
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MOVEMENT OF MOX PROGRAM FRON NNSA TO NE

Chairman Visclosky. Is it the Department’s position that the NNSA Act prevents
you from making this transfer? Do you believe the language of the Act constrains what
Congress can transfer from the NNSA, or only constrains what the Secretary and the
Administrator can move?

Mr. D’Agostino. The General Counsel has advised the Secretary that the NNSA
Act prevents the transfer desired by the committee report. The Department fully
understands that Congress can, as it has in the past, enact legislation that transfers
functions from NNSA to other parts of the Department. For example, section 3117 of the
John Warner National Defense Act for Fiscal Year 2007 abolished the NNSA
counterintelligence office and transferred the functions and personne! of that office to
DOE’s Office of Counter-intelligence. However, the Committee report is not legislation
and therefore it cannot amend the NNSA Act by including language not contained in the
statutory text.
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MOVEMENT OF MOX PROGRAM FRON NNSA TO NE

Chairman Visclosky. Is it correct that you do not dispute the ability of the
Congress to move the funding for MOX out of the NNSA, and that the only real issue is
the management of the MOX program?

Mr. D’ Agostino. I am advised by the Office of the General Counsel that the only
question it has considered is the transfer of the MOX project, and that ordinarily under
fiscal law, appropriated funds flow with transferred functions when a transfer has actually

occurred.
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MOVEMENT OF MOX PROGRAM FRON NNSA TO NE

Chairman Visclosky. Mr. D Agostino, are you aware of the legal principle of
avolding absurd consequences? I've got the GAO "Red Book" here.. let me read youa
couple of lines. "The generally accepted principle here is that the literal language of a
statute will not be followed if it would produce a result demonstrably inconsistent with
clearly expressed congressional intent.”

Now, nowhere could we find, in law, a reference to the "management” of the MOX
program. In fact, the only place that we COULD find a reference to it was in the
Omnibus report language last year, where Congress stated "Program activities and
functions for the Mixed Oxide (MOX) Fuel Fabrication Facility construction project are
transferred to the Office of Nuclear Energy{.]" That sounds like clearly expressed
Congressional intent to me, and in a law not even a year old!

From where I'm sitting, the legal maneuvers that DOE is undergoing in order to justify its
position are looking increasingly absurd: you’re denying clear Congressional intent not
more than a year old in favor of a cloudy provision in an decade-old Act. In fact, your
interpretation of the NNSA Act would forbid anything ever from